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Car industry 

The growing demand for 
aluminium bodies 
Technology, Page 8 


Decades after the second work! war, the' 

Swiss hanks have finally reached a ^ 

settlement with survivors of the holocaust 

in Wednesday’s newspaper FT reportere 

tell how .moves to block the largest - 

merger in European banking titstory, the jR 

threat of sanctions against every Swiss 

company and unprecedented intervention 

by the IS state department led to the August deal/ 


WORLD NEWS BUSINESS NEWS 


MONDAY SEPTEMBER 7 1998 


Prodi signals start of 
bargaining rounds 
with Italy’s far left 

Italy’s prime minister Romano 
Prodi has made dear he wfU not 
try to bolster his centre-left gov- 
ernment this year by I oolong for 
new allies on the right. His com- 
ments have begun a bargaining 
process centring on the govern- 
ment's relations with the far-left 
Reconstructed Communist group 
on which Mr Prodi relies for Ms 
majority. Page 3 

Shattuck urges Kosovo probe 
John Shattuck, the US assistant 
secretary of state for human 
rights, who is visiting Kosovo, 
called on Yugoslav president 
Slobodan Milosevic to allow 
independent investigations into 
alleged atrocities by ethnic Alba- 
nians and Serbs. Cautious EU 
approval for plan, Page 2 

Anwar supporters gather 
Hundreds of Malaysians gathered 
at the home of sacked finance 
minister Anwar Ibrahim In a show 
of support following further alle- 
gations of criminal misconduct 
that could lead to his arrest 

Weekend violence Ms N Ireland 
A Northern Ireland policeman has 
serious head injuries after a 
weekend blast bomb attack. He 
was hurt by loyalists during vio- 
lence in the centre of Portadown, 
Armagh, after police separated 
hundreds of rival loyalists and 
republicans. Scepticism tem- 
pers meeting, Page 6 

Israeli stances set to spread 
Israel's public sector pay strikB Is 
set to widen today. This could 
shut Ben Gurion Airport, Tel Aviv 
Stock Exchange and state- 
owned banks, which have 
escaped the strike so far. Page 4 

Tehran roles out Afghan fight 
Iran’s supreme leader Ayatollah 
All Khamenei ruled out military 
confrontation with the Taliban In 
Afghanistan. There has been ten- 
sion between the two over 11 
Iranian diplomats missing since 
Taliban fighters overran MazaM- 
Sharif a month ago. Page 3 

Zimbabwe hosts Congo talks 
Congolese president Laurent 
Kabila arrived in Zimbabwe for 
talks aimed at ending civil war 
and fordgn Intervention In hte 
country. The summit win Include I 
Kabila’s military allies as well as i 
rebel leaders and Rwanda. { 

Schroder’s pofl lead narrows 
> . 3 te$t German opinion polls con- 
firm the Social Democrats’ nar- 
rowing lead over the Christian 
Democrats. Voting Is In just 
under three weeks. Page 2 

Labour loses Maltese poll 
Maltese prime minister Alfred 
Sant resigned after Ns Labour 
party was defeated in elections 
by the Nationalist party. Page 2 

Dbector of Seven Samurai dies 
Japanese film director Akira 
Kurosawa, whose classics 
Included The Seven Samurai and 
Rashomon, died aged 88. His 
films era widely credited with 
putting Japanese cinema on tee 
International map. Obituary, 

Page 11 


EURO INTEREST KATE CONVERGENCE 



Bipearicww'p mc B trie 
Euro prices. Page 25 
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Deutsche Biirse vies 
with Liffe to lead 
European derivatives 

The London International 
Financial Futures and Options 
Exchange hopes to form an alli- 
ance with the London Clearing 
House, which settles contract s 
traded on the City’s derivatives 
and commodities markets. Sepa- 
rately, Deutsche Bfirse, Ger- 
many’s stock exchange, said it 
hoped to expand its Eurex affi- 
ance in a bkl to overtake Liffe as 
Europe’s most important market 
for derivatives products. Page 
14; Comment, Page 16 

KPN, privatised Dutch telecoms 
operator, called its own future 
into question after the national 
industry regulator demanded cuts 
in its call charges. Page 15; 

Court victory for FCC, Page 4; 
Vodafone quiet on merger 
talks, Page 21 

Lafarge, French building materials 
group, said It was planning sev- 
eral acquisitions in south-east 
Asia and a new cement plant In 
China Page 18 

Assteomin shares jumped 3.6 per 
cent after the state-controlled 
Swedish paper and packaging 
group announced plans to spin 
off 27 per cent erf its forest hold- 
ings to shareholders. Page 20 

Danish Crown and Vestjyske 
Siagterierer, Denmark’s two larg- 
est co-operative abattoirs, plan 
to merge to form the largest 
meat-processing business In 
Europe. Page 21 

Nissan, Japanese carmaker, is 
spinning off Its automatic trans- 
mission development and pro- 
duction divisions into a new 
company, as part of a global 
business reform programme. 

Page 18 

Old Mutoal, South African life 
assurance group, plans to 
increase its expansion into the 
UK by acquiring regional stock- 
brokers Albert E Sharp. Page 15 

Salomon Smltti Barney, US 
investment bank, hired four ana- 
i lysis from Dresdner Kleinwort 
Benson to strengthen its cover- 
age of European and UK bank- 
ing. Page 20 

LucasVartty, Anglo-American 
au tomotive raid aerospace group, 
confirmed it was examining a 
number of potential acquisitions 
In the US and Asia. Page 16 

KPttfi, the global professional 
services organisation, will today 
launch a $60m a year global 
advertising campaign. Page 16 

Gold Hate of South Africa, the 
mining house that will disappear : 
when it has disposed of its 
assets, agreed to sell two more 
of Its mining Interests to Anglo 
American for R320m ($4 9m) in 
cash. 

Lex onfiussia’scrlsfe 
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. currency board do nof exist V. 
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Lnrio DeSimone 
3M’s chairman on dealing 
witfra sticky situation 
Profile, Page 7 

Chernomyrdin 
says Russia 
needs extreme 
measures 

Acting premier pleads with opponents 
on eve of second parliamentary ballot 


By Ora (ntenatiomi Staff 

Victor Chernomyrdin. Russia's 
acting prime minister, yesterday 
said the co u n t r y' s deepening eco- 
nomic crisis required ’’extraordi- 
nary measures” and warned 
opponents not to He his hands” 
lest political infighting led to 
total economic collapse. 

Mr Chernomyrdin made his 
idea on the eve of a second vote 
in thp Russian par liamen t on his 
candidacy as prime minister as 
Yuri Luzhkov, the popular mayor 
of Moscow, emerged as a power- 
ltd rival for the job. 

Mr Luzhkov has been quietly 
courting the Communists and 
Yabloko, the pro-reform opposi- 
tion party, both of wham oppose 
Mr Chernomyrdin's candidature. 

Over the weekend, some power- 
ful regional governors also 
attacked Mr Chernomyrdin and 
joined Mr Luzhkov's camp. 

Konstantin Titov, governor of 
Samara, a region in central Rus- 
sia, and a former ally of Mr Cher- 
nomyrdin, called on the Kremlin 
to withdraw his candidacy. He 
said Mr Chernomyrdin's cur- 
rency board based stabilisation 
plan was a “miracle cure or per- 
sonal Utopia” with little applica- 
tion to Russia. 

Mr Chernomyrdin said yest&- 
day that political consolidation 
behind hfo stabilisation plan was 
urgently required, warning that 
otherwise- conditions would be 
ripe forextremists to seize power. 
He compared Russia to a sinking 
ship whose crew should not 
waste time by arguing over who 
would be captain. 

If the parliament rejects Mr 
Chernomyrdin today, Russian 
President Baris Yeltsin can force 
a third vote. 

If the parliament rejects the 
Kremlin's candidate a third time, 
it faces dissolution. 

Meanwhile, the European 


China move raises 
currency risks for 
foreign companies 


By Janies Kynge in Boiling sod 
Jobo Rkfating bi Hong Kong 

China has virtually banned a 
common practice used by foreign 
companies to hedge against a 
devaluation of the renminbi, 
thereby raising the risks associ- 
ated with inward investment 

An official circular delivered to 

fThtnpgg hanks tes t month — but 

released to foreign banks only 
over the past fbw days - makes 
clear that rawnpanifts should no 
longer be allowed to borrow ren- 
minbi to pay off foreign currency 
loans before they mature. 

Many foreign companies with 
renminbi revenues in China have 
sought to switch their loans from 
foreign Into local currency to 
avoid a rise in debt service 
charge should the renminbi be 
devalued. Demand for gneh trans- 
fers in currency exposure has 
grown qfnfp early this year, and 
hankers said that many large for- 
eign investors are still in the pro- 
cess of hedging. 

The news emerged after Hong 
Kong announced measures to 
increase liquidity In Its interbank 
money market on Saturday. They 
i nflqdi* an explicit commitment 
to convert Hong Kong dollars 
into US dollars at HK$7.15 to erne 
US dollar, moving to HKS7.80 
when the sp ot rate trades consis- 
tently above HK$7.75. 

These are the latest moves by 
the Hong Kong authorities to 
counter speculation against the 
territory's currency. Further 
measures to tighten regulations 


in the stock and futures market 
are expected this week. China’s 
leaders have pledged the ren- 
minbi will not be devalued but 
' Instability in the world's finan- 
cial markets has raised concerns 
that Beijing could be forced to 
recant The renminbi is not fully 
convertible and so is shielded 
from speculative attacks. 

The circular, which was issued 
by the State Administration of 
Foreign Exchange (SAFE), 
instructed Chinese banks not to 
accept guarantees from foreign 
banks in support of a foreign 
company’s application to borrow 
renminbi to redeem foreign cur- 
rency loans, bankers said. 

“We had two of our guarantees 
rejected by the Chinese banks,” 
said one foreign banker in Bei- 
jing. “Only when we asked why 
this had happened did we receive 
a copy of the SAFE circular.” 

The measure seems to have 
been taken partly to ensure Chi- 
na's “big four" state banks have 
sufficient funds to support a gov- 
ernment spending spree an arme 
2,000 infrastructure projects to re- 
invigorate the broader economy. 

An official RMB900bn celling 
on domestic bank lending was 
raised, last week to RMBljXXflm 
to allow the banks new latitude 
in lending. 

Competition for available bank 
tends has been sharpened by the 
foot that the “big four" had to 
buy a RMBlOObn government 
bond offer last week. 

Action over speculation, Page 3 
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Asia's crisis 
Threat of social and 
political upheaval^ 
Page 13 (( £ 
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Central banks 
Should interest rates 
set by groups? 

ilae20 


Union yesterday urged the west 
to take greater account of the 
plight of ordinary Russians in 
pushing Moscow to reform its 
economy and to prevent its finan- 
cial problems dragging the rest of 
the world down with it 

Foreign ministers of the 15, 
meeting in Salzburg, expressed 
concern that shock therapy reci- 
pes to reform the Russian econ- 
omy risked producing social 
unrest political instability and in 
the end . a backlash against the 
market economy. 

They issued a statement calling 
on Russia "not to revert to a com- 
mand economy, but to proceed 
along the path of structural 
reforms in order to establish a 
social market economy. 

But most ministers called for 
more attention to be paid to Rus- 
sia’s social problems. “We don’t 
want more Harvard [University] 
boys with their lap- top comput- 
ers,” said Wolfgang Schfissel, the 
Austrian foreign minister presid- 
ing over the meeting. 

This softer line was to be 
expected from foreign ministers 
but is unlikely to prevail at a 
meeting of the Group of Seven in 
London on Saturday, called by 
Tony Blair, the UK prime minis- 
ter. 

Foreign ministers yesterday 
acknowledged that this joint 
mee tin g of foreign and finance 
ministry officials of G7 countries, 
as well a&4he International Mon- 
etary Fund, World Bank and 
European Commission, was the 
real forum in which to respond to 
the Russian crisis. 

Reporting by Chrystta Freeland 
and John Thornhill in Moscow, 
David Buchan in Salzburg and 
John Ridding in Hong Kong 

Cracks begin to show, Page 13 
Manfi Gras, than Lent, Page 20 
Lot, Page 14 

Dollar begins sHde, Page 15 



Airbus transport air cr aft at the Fa mb oro ugh Irtsmatio na l Airshow to southern England yesterday. 


Peture: AP 


BAe-Dasa merger ‘might 
be threat to Airbus plans’ 


By David Owen to Paris 

A merger between British 
Aerospace and Daimler-Benz 
Aerospace of Germany could 
jeopardise plans to turn Airbus 
Industrie, the European civil air- 
craft consortium, into a single 
company, according to Jean* 
Claude Gayssot, the French 
transport minister. 

Mr Gayssot will today deliver 
this warning to British and Ger- 
man ministers meeting at the 
Farnborough air show in 
England. He will also emphasise 
France’s readiness to push ahead 
with the plans to change Airbus’s 
status, provided the present bal- 
ance nf forces - which he terms 
the “tripod” - is not disturbed. 

“It is dear that If tomorrow 
this tripod were called into ques- 
tion, the rules of the game would 
be modified," he said in an inter- 
view in his Paris office. 

Asked directly whether this 
meant that a BAe/Daimler-Benz 
Aerospace (Dasa) merger would 
ni gmii the Bi n d of thp single-com- 
pany project, he replied: “In any 
case, we look at the problem with 
a different eye." Airbus is a 


Groupement dlntferfit Economi- 
que, which means it publishes no 
accounts and makes no profits or 
losses in its own right Dasa and 
Aerospatiale of France each own 
37.9 per cent with BAe account- 
ing for 20 per cent and Casa of 
Spain 4J2 per cent. 

Mr Gayssot’s comments come 
six weeks after it emerged that 
BAe and Dasa had been discuss- 
ing a merger that would be the 
biggest move so far to restruc- 
ture Europe’s overcrowded 
defence industry. 

- They underline the extent to - 
which France fears it could be 
sidelined In moves to restructure 
the most important areas of 
European commerce and Indus- 
try in the run-up to a single 
European currency. It believes 
July’s agreement by the Frank- 
furt and London stock markets to 
form a single European platform 
to trade equities demonstrated 
how this could happen. 

In the defence sector, the big- 
gest stumbling block to plans to 
create a pan-European aerospace 
and defence company capable of 
taking on the US giants on - an 
equal footing has been state own- 


ership of Aerospatiale, France’s 
Airbus partner. 

This appeared to have been 
partly removed In late July when 
the French government an- 
nounced it was to merge Aeros- 
patiale with the defence Interests 
of Lagardfere, the private sector 
defence and publishing group, 
retaining less than a majority 
holding in the combined entity. 

It has not done enough to sat- 
isfy BAe. John Weston, the UK 
group's chairman last week told 
Le Monde, the French newspaper, 
BAe did. not want the French 
state or Germany’s Daimler-Benz 
to have a significant stake in the 
new company. “We want a com- 
pletely diluted shareholder base, 
like BAe’s today," he said. 

Mr Gayssot was unsympathe- 
tic, saying: "If somebody wants 
to impose a dominant position on 
us, either because there was a 
merger between BAe and Dasa, 
or in the conception [of the 
restructuring] itself, if somebody 
says . . . you must . . . have only a 
diluted shareholder base’, that 
will not work." 

Obsannr, Page 13 
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Cautious EU approval for Kosovo plan 


B i Guy Dinmnre In Belgrade 
and David Buchan In Salzburg 


The violence in Kosovo 
showed little sign of abating 
last week despite a US-medi- 
ated agreement between 
Yugoslav President Slobodan 
Milosevic and Ibrahim 
Rugova, political leader of 
tbe ethnic Albanian major- 
ity. The agreement would 
focus negotiations on an 
interim period of autonomy 
for the Serbian province. 

European Union foreign 
ministers at a meeting at 
Salzburg yesterday gave cau- 


tious approval to President 
Milosevic’s plan for an 
interim accord to be 
reviewed after three to flve 
years. But because of tbe 

time-lag in EU procedures 
this was coupled with an 
agreement to cut air links 
with Belgrade. 

Adem Demaqi, political 
representative of the mili- 
tant Kosovo Liberation 
Army (KLA). which dem- 
ands full independence, has 
rejected the US proposal. 
KLA militants have been dis- 
lodged from large areas of 
southern and central Kosovo 


since a government offensive 
began two months ago. 

Serbian state television on 
Saturday night showed foot- 
age of more than 400 ethnic 
Albanian men who were 
among fleeing refugees 
seized last week on suspicion 
of belonging to tbe KLA. 

The US Agency for Inter- 
national Development has 
pledged $23m in food aid for 
Kosovo, where more than 
250.000 people have been dis- 
placed since the conflict 
erupted six months ago. 

At Salzburg, Wolfgang 
SchQssel. Austria’s foreign 


minister, who presided over 
the EU meeting, said he was 
“moderately optimistic 
about the idea of negotiating 
an interim agreement". 

Klaus Kinkei. Germany's 
foreign minister, also 
expressed a "positive reac- 
tion” to Mr Milosevic's plan. 

Mr Schflssel warned 
against "radical forces try- 
ing to torpedo" the idea. He 
said the EU expected Mr Mil- 
osevic's Serb forces to cease 
attacks on Kosovo Alba- 
nians. but also expressed 
concern about the KLA. “We 
want to strengthen moderate 


forces in the KLA and get 
radical elements to sing a 
different tune," be said. 

Ministers also agreed on 
belated EU action to*deny 
JAT. the Yugoslav air car- 
rier, landing rights in EU 
countries. The action was 
agreed in tandem with tbe 
US in June, but was held op 
by the objections of the UK 
and Greece. Tbe UK argued 
that termination of its civil 
aviation agreement with Bel- 
grade required a year’s 
notice, while Greece has 
been politically sympathetic 
to Yugoslavia. 


EBRD counts 
cost of Russia 
financial crisis 


Siberia’s disgruntled miners 
set out again on radical path 


Their strike helped topple the old communist system. Now they 
have begun new protests. Charles Clover hears their grievances 


By Vincent Boland in London 


The European Bank for 
Reconstruction and Develop- 
ment will this week unveil 
the impact of Russia's finan- 
cial crisis on its operations 
there, which account for a 
quarter of the bank’s total 
activities. 

The EBRD is due to 
release its first-half results 
on Wednesday, and while 
these will cover only the six 
months to June 30. before 
Russia reached tbe brink of 
financial collapse in the past 
few weeks, officials will out- 
line the effect of the crisis on 
its large portfolio of Russian 
investments. 

The bank described as 
“factually incorrect and 
inaccurate” reports that it 
could be faced with at least 
£250m (S412m) in write-offs 
or provisions as a result of 
the crisis. It also rejected 
suggestions that government 
shareholders would have to 
inject new capital. The 
EBRD's authorised capital 
was doubled to Ecu20bn 
($22bn) in April last year. 

The bank said: “There will 
be a statement this week on 
our half-year performance 
which will include a refer- 
ence to the impact of recent 
events in Russia on the 
EBRD's portfolio.” 

The EBRD regularly 
makes provisions against its 
investments in eastern 
Europe, but it Is likely to 
have to set aside substantial 
extra provisions to take 


account of the huge falls in 
the value of Russian assets 
after tbe collapse of the rou- 
ble and share prices on tbe 
Moscow stock market 

According to its annual 
report covering tbe 1997 cal- 
endar year, 25 per cent of the 
EBRD's total financing com- 
mitments, amounting to 
Ecu2.6bn, was invested in 
the Russian Federation. Its 
total portfolio of investments 
throughout the transition 
economies of the former 
communist bloc amounted to 
EculQ-3bo. 

More is certain to have 
been invested during this 
year, and asset valuations 
throughout eastern Europe 
have fallen sharply in the 
wake of the Russian turaofi. 
But the percentage of the 
bank’s business done in Rus- 
sia is not thought to be 
much greater than at the 
end of last year. 

The EBRD has come under 
pressure from its govern- 
ment shareholders in recent 
years to concentrate more on 
investing and promoting free 
market reforms in Russia 
and the former Soviet Union 
than on more stabilised 
countries in central Europe. 

That change of emphasis 
is likely to he reflected in 
the EBRD's portfolio of 
investments and its return 
on them. The bank’s inter- 
ests include a large exposure 
to the Russian banking sec- I 
tor, which has been badly | 
damaged by the country's 
financial problems. 


B y June 1989, workers in 
the Siberian mainlining- 
region of Kuzbass had 
completely run out of soap, 
remembers Victor Bunin, 
one of several thousand min- 
ers who went on strike as a 
result 

That strike spread to other 
regions of tbe Soviet Union 
and has been recorded by 
historians as the death blow 
to Communism and the 
launching pad for the politi- 
cal career of Boris Yeltsin, 
Russia's president. But 
rather than, being proud of 
his participation, Mr Bunin 
is ambivalent about it "It 
wasn’t a mistake.” he 
insisted. "On the other hand, 
if we had known what would 
happen we might have 
thought twice about it The 
1989 protest was to correct 
one or two things, not to 
bring down the whole sys- 
tem." 


Mr Bunin is now chairmaTi 
of the coalminers’ union in 
Kuzbass and can barely con- 
ceal disgust with the cur- 
rent political regime, which 
he and his fellow miners 
were instrumental in bring- 
ing to power. 

He now represents miners 
who on average are owed 
five months' worth of wages. 
“Back in 1989 we had money, 
but no goods to buy. We 
have simply exchanged that 
system for one in which we 
have plenty of goods in the 
stores but no money." he 
said. 

Eduard Mukhitov, who 
works at a coal mine near 
the town of Aruero-Sudjensk, 
is owed five months' worth 
of wages. Sitting in bis one- 
room apartment, he and his 
wife. Olga, who is eight 
months pregnant, go over 
tbe passbook where his 
wages are recorded. 


"Olga! Do you remember 
when I got my December 
wages?” he shouts into the 

lritchen. 

“In May." she replies. 

“You need RbsSOO ($45) a 
month to support a family of 
three,” says Mr Mukhitov 
pensively. "In July they gave 
us 20 per cent of our April 
wages. That means I got 
Rbs200. That is not enough 
for us to have meat” 
hi May and July this year, 
local miners protested 
against wage delays by 
blocking the Trans-Siberian 
railway, effectively severing 
Russia's east from its west 
Another protest is planned 
for next month. 

Alexander Lavrov, deputy 
governor of Kuzbass for eco- 
nomic affairs, says the 
regional administration sus- 
pects enterprise directors of 
embezzlement, and has 
launched 120 criminal inves- 


Opinion polls put SPD ahead 
but give few clues to coalition 


German 

elections 


By Peter Norman in Bom 
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CONVENING NOTICE 

DoarSharehoWef, 

As tte Ecraonfrary General Weeing held on Aupst 17, 1998 was not able lo 
deUrarate and vote on Iho Hams of Die agenda tortack of quorum, Ihe sfiareboWars of 
Global Emerging Martels Investment Company (the -Corporator) am hereby 
twanvenad to assist at an ewraonSraiy general meeting d shareholders to be held 
on September 23, 1998 at VteO a.m. In Luxembourg. 47, Boulevard Royal, to 
daSberate and vote on (he Mkwing agenda: 

to amend the articles 5. 6. 8,10. 11,16. 21. 22, 23. 24 and27o( the articles of 
incorporation at the Corporator with the mam purpose to authorise the 
Corporation to issue afferent classes of shares. 

The entire text at the proposed amendments of the anictes ol Incorporation was 
maBad to al (he shareholders of Ihe Corporation and to avaiablo. upon request, at Ihe 
offices ol State Street Barer Luxembourg 3 A. 47 Boulevard Royal. Luxembourg. 
Shareholders are informed mat no quorum a required tor meting to be held on 
September 23, 1998 and resolutions wil be passed at a majority ol M o» shares 
present or represented at the meeting. 

On behalf of the Board ol drectors 


The World Infrastructure Forum 

Monte-Carlo, October 8^-11“, 1998 

(Intel Telecommunication Union + World Tourism Organisation/ 


Infrastructure. Transport, Telecom. Tourism, Multimedia. 
Computer Technology, Communication & Finance. 
Explore new markets and strategic investment! 


Information: 00377 . 97 . 70 . 70.00 
Fax: 00377 . 97 . 70 . 70.40 
e-mail: summit® webstore-mc 


With just under three weeks 
of campaigning to th e - Ger- 
man general election; the 
‘opinion poll lead of Gerhard 
SchrGder. the Social Demo- 
cratic challenger, appears to 
be stabilisin g . ‘ ! 

The latest opinion polls 
confirmed a narrowing of 
the SPD’s lead over : the 
Christian Democratic Union 
of Helmut Kohl, the chancel- 
lor. and the Christian Social 
Union, its Bavarian sister 
party, in recent months. But 
they showed no clear trend 
in the week to September 5, 
suggesting the CDU/CSU is 
having problems building 
momentum despite furious 
campaigning by Mr Kohl. 

With at least 41 per cent 
support against 36.4 per cent 
in the 1994 general election, 
the SPD appears destined to 
win the most seats in the 
Bundestag on September 27. 
CDU/CSU support is hover- 
ing around 37 per cent com- 
pared with 4\5 per cent four 
years ago. 

But these findings from 
Germany’s five leading poll- 
ing companies give no clear 
indication of what coalition 
government might emerge 
after the election. This is 
because two of the three 
small parties currently in 
the Bundestag are too dose 
to the 5 per cent threshold 
which normally determines 
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wjaich win be represented in 
the lower house of parlia- 
ment 

Germany’s 60.5m voters 
have two votes: one “direct 
mandate" to choose MPs for 
328 constituencies and one 
for a list of candidates 
fielded by parties in each of 
the 16 federal states. A fur- 
ther 328 MPs are elected 
indirectly through the sec- 
ond vote, which also deter- 
mines the strength of the 
parties in the Bundestag 
through proportional repre- 
sentation. 

Of the three small parties, 
the environmental Greens 
are expected to re-enter the 
Bundestag and could be a 
coalition partner for the 
SPD. The Free Democrat 
party, which is campaigning 
to continue as the junior 
member of Chancellor Kohl's 
centre-right coalition, is tee- 
tering on the edge of exclu- 
sion. The former communist 
Party of Democratic Social- 
ism (PDS) is a special case. It 
has seats in the Bundestag 


despite gaining only 44 per 
cent of list votes in the 1994 
general election because it 
won three direct mandates 
in eastern Germany. If it can 
repeat this performance, it 
could deprive the SPD and 
Greens of a majority and 
force the SPD and CDU/CSU 
into a "grand coalition”. 

Not everyone believes the 
polls. Mr Kohl is a great 
sceptic, for example. The 
pollster’s credibility was 
dented by failures in recent 
state elections. 

They failed to forecast big 
SPD losses in Hamburg last 
September, did not antici- 
pate Mr Schroder's big win 
In the March 1 Lower Sax- 
ony state election, and failed 
to spot the scale of support 
for the far right in April's 
state election in Saxony 
Anhalt that left a minority 
SPD government dependent 
on PDS support. 

Critics argue that the polls 
lack transparency because 
they take raw survey data 
which is adjusted before 


being presented as a projec- 
tion of voter intentions. 

Each polling organisation 
has its own secret method of 
weighting its surveys. Most 
make adjustments for social 
factors, the likely incidence 
of tactical voting long-term 
political affiliations and a 
tendency for some voters to 
lie. as when planning to sup- 
port the far-right. Tbe 
Allensbach institute 
uniquely and controversially 
weights its results using the 
“recall question”, which 
finds out how voters voted 1 
in the previous election. 

Dieter Roth, a senior 
researcher with the Mann- I 
he un- based Forschungs- I 
gruppe Wahlen (FGW), 
believes pollsters will face 
fewer problems in the Bund- 
estag election because the 
national turnout is usually 
hi g h er than in regional elec- 
tions and there are fewer 
protest votes. 

Only FGW publishes raw 
data as well as adjusted fig- 
ures. Its latest poll for the 
ZDF television channel put 
support for the SPD at an 
unadjusted 43 per cent (after 
47 per cent in August), with 
the CDU/CSU picking up to 
37 per cent from 36 per cent 
The Greens were unchanged 
at 7 per cent, the FDP gained 
one percentage point to 5 per 
cent while the PDS reached 4 
per cent 

FCWs adjusted projection 
for September 27 has a nar- 
rower gap between the main 
parties. It is shown in the 
accompanying table, 
together with last week's 
other poll findings. 
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Prodi rejects search for 
new parliamentary allies 


NEWS DIGEST 

MALTESE GENERAL ELECTION 


Both c o u n tri e s have now 
said they wifi allow an EU 
ban on JAT to go ahead, 
although Loudon insists on 
12 months to implement it. 

Belgrade airport, com- 
pletely dosed to commercial 
traffic by UN sanctions dur- 
ing the Bosnian civil war. 
win still fraction despite the 
EU ban on JAT Sights. JAT 
will continue flying to east- 
ern Europe. Russia and pos- 
sibly Switzerland. Some 
western diplomats in Bel- 
grade are critical of the ban. 
saying it will have little 
impact on the government 


Pro-EU Nationalist party 
heading for poll victory 


tigations into the dealings of 
local enterprises. He con- 
cedes, however, that it has 
not managed to convict any- 
one. 

Other experts say that the 
problem of payments arrears 
is an economic rather than a 
legal issue. Without banks to 
lend working capital, enter- I 
prises have to “borrow” it 
from their suppliers and 
their workers. 

Because coal is at the 
be ginning of the production 
r-haln, it is the most vulnera- 
ble to this lack of credit. 

“The turnover time for a 
cargo of coal to be made into 
metal, and the metal sold for 
cash, is ICO to 120 days. 
Without credit, this is how 
long we must wait to get 
paid." said Mr Bunin. 

Whatever the reason for 
the wage arrears, Kuzbass 
workers and miner s believe 
that once again the system, 
must nbangp. and they are 
ready to change it Yuri Ber- 
egovo, head of trade union 
committee for the nearby 
Kuznetsky steel plant, which 
also suffers from wage delay, 
said: “We have passed the 
point of no return. We have 
reached the bottom, and the 
only way out is to take radi- 
cal measures.” 


HUNGARIAN POLITICS 


Kovacs to head Socialists 


Hungary’s Socialist party elected former foreign minister 
Laszlo Kovacs as president at a party congress on Satur- 
day. Mr Kovacs succeeds Gyula Horn, the former prime 
minister, who announced his resignation as party leader 
after the defeat of the Socialist-led coalition in May’s gen- 
eral elections. 

Mr Kovacs, who rose through the ranks of the foreign 
ministry with Mr Horn in the communist era. won consider- 
able respect for his foreign policy in the last government, 
particularly on accession to the Euroepan Unon and issues 
connected with Hungary’s neighbours. 

Mr Kovacs' appointment comes as polls indicate Hun- 
gary is increasingly becoming a two-party country. In the 
latest test of public opinion conducted last month. Fidesz, 
the centre-right party heading toe current governing coali- 
tion, held a commanding 52 per cent support of commit- 
ted voters (against only 23 per cent in the first round of 
May’s elections), with the Socialists on 32 per cent, 
unchanged on May. Kester Eddy, Budapest 


GERMAN CENTRAL BANK 


New Bundesbank appointment 


Jurgen Stark, the new vice-president of the Bundesbank, 
has taken over the international affairs department at toe 
German central bank. Formerly state secretary in the 
finance ministry in charge of European and international 
affairs, Mr Stark was until recently Germany's main negoti- 
ator in the run-up to economic and monetary union. His 
appointment marks an attempt by toe German government 
and the Bundesbank to retain a strong influence in 
Europe's new monetary regime. 

If Germany's centre-right government wins the election 
on September 27, Mr Stark would be seen as frontrunner 
to take over the presidency of the Bundesbank after next 
year's scheduled retirement of Hans Tietmeyer, the current 
president. 

Mr Stark's move to toe Bundesbank has triggered a 
small reshuffle of responsibilities. Helmut Schieber, who 
previously held the external relations position, is from now 
on in charge of toe credit, foreign reserves and financial 
market's section, a position previously held by Johann Wil- 
helm Gaddian, who retired as vice-president of the Bund- 
esbank in the summer. 

Hermann Remsperger, formerly chief economist of BHF 
Bank in Frankfurt has taken over as the Bundesbank’s 
head of economics and statistics. Mr Remsperger suc- 
ceeds Otmar Issing. who is now chief economist of toe 
European central bank. Wolfgang Munchau, Frankfurt 


DAGESTAN BOMB 


Yeltsin condemns blast 


Russia’s President Boris Yeltsin has branded a bomb blast 
that killed 16 and injured 83 in toe North Caucasus repub- 
lic of Dagestan as an act of terrorism aimed at tearing 
Russia apart 

The bomb exploded on Friday evening in the centre of 
Dagestan's capital city, Makhachkala, not far from toe 
government building and the mayor's residence. Local 
people say the bomb was probably aimed at toe city's 
mayor, the target of several previous assassination 
attempts. The interior ministry said the blast might be 
linked to its investigations of earlier attacks against the 
mayor and Dagestan’s chief mufti, who was kilted last 
month in a car bomb. Carfotta Gall, Baku, Azerbaijan 


DELI COMPUTER 


Expansion planned in Ireland 


Dell Computer is to create 1,700 jobs in a lesom (5128m) 
investment to expand its personal computer manufacturing 
plant in Limerick in the Irish Republic. The announcement 
coincided with President Bill Clinton’s visit to toe plant at 
toe weekend; The US company already employs 3,400 
people in Ireland and is one of the largest foreign-owned 
companies there. 

Foreign direct investment accounts for 45 per cent of 
manufacturing output 55 per cent of manufacturing 
employment and two thirds of manufactured exports, with 
Ireland accounting for a third of US investment In electron- 
ics outside the US. John Murray Brown, Dublin 
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Romano Prodi. Italy’s prime 
minister, has made clear 
that he will not try to bolster 
his centre-left government 
this year by looking for new 
allies on the right 

Mr Prodi ’s comments have 
begun a process of bargain- 
ing centring on the govern- 
ment’s relations with the 
Reconstructed Communists, 
a far-left group of 34 deputies 
on whom Mr Prodi relies for 
his parliamentary majority. 

The main political issue 
for Italy this autumn is 
likely to be whether the 
communists will split in two. 

If the communists do split, 
tbe government’s fear is that 
enough of the party’s depu- 
ties could move into opposi- 


tion to deprive Mr Prodi of a 
majority in the chamber. 
This would' trigger a 
full-scale government crisis 
weeks before the lira enters 
the single European cur- 
rency. 

In recent days. Mr Prodi 
has made clear that if this 
happens "the question of 
changing the majority does 
not exist and cannot east”. 

This is a dear Indication 
that his centre-left “Olive 
Tree” coalition would not 
enter into a strategic alli- 
ance with a small centre- 
right party, led by former 
President Francesco Cossiga, 
which is offering to come to 
the government’s rescue. 

Mr Prodi has always 
insisted that he would never 
lead a “Mark Two” parlia- 


mentary majority, one that 
could radically change the 
nature of the government 
elected in April 1996. 

The chances of a commu- 
nist split have grown over 
the past week because of 
growing antagonism 
between the party's two 
leaders - Fausto Bertinotti, 
general-secretary, and 
Armano Cossuta, president. 

Mr Bertinotti - described 
by one leading politician as 
"Italy’s equivalent to Arthur 
Scargm", the militant UK 
union leader - has come 
closer than ever to indicat- 
ing in recent weeks that he 
wishes to withdraw the com- 
munists’ support for the gov- 
ernment once and for alL 

Mr Cossuta. by contrast, 
believes the communists 
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Romano Pnxfc rafaa on the communists for Us majority Reuter? 


should go oa supporting the 
administration. He takes the 
view that withdrawal of sup- 
port for Mr Prodi could open 
the way for an election vic- 
tory next year for the right- 
wing Forza Italia, whose 
leader, Silvio Berlusconi, 
believes that his support is 
rising again. 

The issue of whether and 
how the communists split 
will come to a head later this 


year with tbe main vote on 
the government’s 1999 bud- 
get The vote is deemed a 
critical test of the govern- 
ment’s viability. 

"The arithmetic is still 
uncertain," said a member of 
the government last week. 
“But if Bertinotti were to 
take more than 13 or 14 of 
his 34 deputies with him and 
vote against the budget, 
then we could be in trouble.” 
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Alfred Sam. Malta’s prime minister, resigned yesterday 

after the Nationalist party - which is pro- European Union - 
appeared to be heading towards a decisive victory over 
toe ru)fng.Labour party in elections at the weekend. 

. First Indications showed the Nationalist party had won a 
2 to 3 per cent swing since October 1996, when the coun- 
try last went to the polls. This would give it a majority in 
the 69-member House of Representatives. 

The Nationalist's Eddie Fenech Adami is strongly m 
favour of full EU membership for Malta If he forms a new 
government as expected, he is likely immediately to revive 
Mafia’s EU application filed in 1990 and put on ice two 
years ago tty Mr Sant 

The main domestic problem is how to bridle a substan- 
tial budget deficit of more than 11 per cent of gross 
domestic product. Godfrey Grime, Valletta 
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HK TRIES TO PROTECT EXCHAN6E BATE US-JAPAH TA LKS TREASURY AND FED URGE PROMPTJOKYO ACTION ON ECONOMY AND BANKING REFORM 

Action over Summers drives the message home 

_ By Christopher Partes 

OlirrOUPV fo&n Francisco 

The Japanese government 
should translate words into 

p i A ® actions -to revive its econ- 

vflPPlllQTinTI omy and reform its banking 

1/vVlll mM, L I m# I I system, Lawrence Summers, 

JJ ' deputy US Treasury secre- 


INTERNATIONAL 


By John Ridding and 
Louise Lucas b Hong Kong 

Hong Kong will today 
implement measures 
designed to bolster the ter- 
ritory's linked exchange rate 
mechanism, which has come 
under severe pressure from 
speculative assaults and 
regional financial turmoiL 

The measures, announced 
at the weekend, aim to 
increase liquidity in the 
interbank money market 
and include an explicit com- 
mitment to all banks to con- 
vert Hong Kong dollars into 
US dollars at a rate of 
HEJ7.75 to US$1. That is set 
to move to the peg rate of 
HKS7.80 when the spot rate 
for the US doll ar tra des con- 
sistently above HKJ7.75. 

The changes are the latest 
steps intended to counter 
speculation against the terri- 
tory’s currency. Further 
measures to tighten regula- 
tions in the stock and 
futures market are expected 
this week. 

Joseph Yam, head of the 
Hong K ong Monetary 
Authority (HKMA), said the 
new measures demonstrated 
Hong Kong’s commitment to 
its 15-year exchange rate 
mechanism. 

“The package of technical 
measures will strengthen 
and purify our currency 
board and achieve a higher 
degree of transparency” said 
Mr Yarn. Reforms to the 
interbank market would 
reduce interest rate volatil- 
ity and make it much more 
expensive for speculators to 
manipulate the territory's 
money markets. 

Under the changes, banks 
wDl be allowed to use hold- 
ings of Hong Kong Exchange 
Fund Bills, in effect govern- 
ment bonds, to acquire Hong 
Kong dollar funds. This 
increases available liquidity 
and reduces the risk of inter- 
est rates rising sharply when 
large amounts of Hong Kong 
dollars are sold., said Mr 


Yam. The convertibility of 
exchange fund bills also 
strengthens adherence to the 
currency board principle 
that an liabilities of the cur- 
rency board should be trans- 
ferable into US dollars. 

Hong Kong’s financial 
authorities have been seek- 
ing to curb what they 
describe as a "double play” 
in which speculators push 
up local interest rates by 
selling Hong Kong dollars 
-and benefit from short posi- 
tions on the stock market 

Although the new mea- 
sures should make this more 
difficult, the administration 
said it reserved the right to 
continue its controversial 
practice of buying shares to 
counter the double play. A 
suspension of short-selling 
on some of the territory's 
shares, however, will be 
removed from today. 

Hong Kong’s bankers wel- 
comed the money market 
moves. “They should have a 
stabilising effect,” said Mer- 
vyn Davies, executive direc- 
tor for north-east Asia at 
Standard Chartered Bank. 

But the plans included 
drawbacks and drew some 
criticism. Development of 
the territory’s bond market 
is likely to be stunted by the 
requirements that new bond 
issues be backed by foreign 
exchange reserves and that 
only exchange fund bills will 
be accepted for conversion 
into US dollars. 

The new measures also 
give the HKMA discretion in 
setting the base rate, a new 
discount rate for clearing 
transactions in the inter- 
bank market ; 

Mr Yam said this did not 1 
mean an increase in discre- 
tionary powers, since the 
HKMA set the discount rates 
already. 

Christine Loh, leader of 
the Catizens’s party, said the 
new measures failed to 
remove concerns about 
intervention in the currency 
board mechanism. 


By Christopher Partes 

bi San Francisco 

The Japanese government 
should translate words into 
actions -to revive its econ- 
omy and reform its b anking 
system, Lawrence Summers, 
deputy US Treasury secre- 
tary, said yesterday. 

"What happens in Japan Is 
profoundly important for the 
Japanese people, for Asia 
and for the global economy,” 
he said in a television inter- 
view. 

Mr Summer’s remarks that 
restoring Japanese growth 
was “terribly, terribly impor- 
tant” for the global economy 
reinforced in public the mes- 
sages exchanged last Friday 
in San Francisco between US 
and Japanese politicians and 
central bankers. 

Kiichi Miyazawa, the Japa- 
nese finance minister, 
returned to Tokyo at the 
weekend with repeated 
exhortations for “urgent" 
progress on implementing 
banking reforms and tax 
changes to restore domestic 
economic growth. 

He left behind US politi- 
cians and Federal Reserve 
officials struggling to find 
reasons to believe that the 
message had been under- 
stood and would be trans- 
lated into action. 

Although the US side 
acknowledged that proposed 



Miyazawa Pad) meets Rubin In a San Francfasoo hotel over the weekend Reuter 

Tokyo banking row ‘may force government to resign’ 


The growing political row 
over banking sector reform 
in Japan could force the 
government to resign at the 

end of the current 

parliamentary session on 
October 7, a senior politician 
in the ruling Liberal 
Democratic party has 
warned, Gillian Tett reports 


from Tokyo. Speaking over 
the weekend, Takeshi NoeJa, 
LDP secretary general, said: 
‘There is more than a 50 per 
cent chance that the Obuchi 
cabinet will choose to resign 
or to dissolve the lower 
house for a snap election [at 
the end of the parfiamentary 
session].” 


The comment will fuel 
concern that Japan's 
mounting economic and 
banking problems are 
weakening the government 
of Keizo Obuchi, prime 
minister, and comes as 
markets are bracing 
themselves for more 
turbulence this week. 


banking and tax reforms speed” were Important to the Although much of a pa- 
marked a change in policy, reform process, US officials vate dinner discussion was 
and Mr Miyazawa said he were unsure about how com- devoted to the condition of 
understood very well that mitted Japan's new govern- the global economy and the 
“quantity, quality and meat was to pressing ahead, roles of the world's two lead- 


ing economies, the Japanese 
side seemed yet to be con- 
vinced of bow important res- 
olution of its difficulties was 
to the rest of the world, 
according to US officials. 

As the talks wound up 
there were still differences 
over tbe seriousness of 
Japan's deepening recession 
and debL-ridden banking sys- 
tem for Japan itself. 

Mr Summers' comments 
yesterday followed persua- 
sive words from Robert 
Rubin, Treasury secretary, 
who led the US delegation at 
Friday's meeting, and later 
from Alan Greenspan, Fed 
chairman, who joined the 
talks at dinner. 

They underscored the frus- 
tration evident in the US del- 
egation on Friday night, and 
seemed likely to sharpen the 
perception among some in 
the Japanese delegation that 
Japan was being given an 
unfair share of tbe blame for 
the events which have seen 
Asia's economic ills spread 
to the rest of the world. 

However. Mr Rubin was at 
pains to flatter Japan’s 
achievement, and tried to 
avert suggestions that the 
US was the sole source of 
pressure. 

Japan came up with I 
"everyone”, he said, and had 
dominated talks earlier in 
the week with Latin Ameri- 
can finance ministers. j 


Greenspan warns on US prosperity 


By Christopher Pates 

In his first extensive 
statements since the intensi- 
fication of political and eco- 
nomic turmoil in Russia and 
growing signs of infection in 
Latin America. Alan Green- 
span, chairman of the Fed- 
eral ' Reserve, has warned 
that US prosperity is under 
threat 

“As dislocations abroad 
mount feeding back into oar 
financial markets, restraint 
Is likely to intensity,” he 
said. 

‘It is just not credible that 
the US can remain an oasis 
of prosperity unaffected by a 
world that is experiencing 
greatly increased stress,” Ae 


told an audience at the Uni- 
versity of California, Berke- 
ley, on Friday. 

The spreading interna- 
tional economic crisis had 
displaced the fear of infla- 
tion which had been the 
main preoccupation of US 
monetary policymakers until 

this summer. 

While overseas develop- 
ments had contributed to 
holding down prices in tbe 
US. they had also resulted in 
lower exports and reduced 
aggregate demand in the 
world’s largest economy. 

Mr Greenspan as usual 
offered no clues to his inten- 
tions. However, the Fed’s 
sharpened focus on global 
risks rather than domestic 


infla tion suggested the next 
shift in US interest rates 
might be down rather than 
up. although analysts said 
there appeared to be no need 
for urgent action to change 
the overnight bank Tending 
rate, which has been set at 
5J> per cent since early 1987. 

Tbe Federal Open Market 
Committee, which steers US 
rates, is due to meet on Sep- 
tember 29. shortly after a 
planned meeting in the US 
between President Bill Clin- 
ton and Keizo Obuchi. the 
Japanese prime minister. 

Mr Greenspan's remarks 
gave added weight to calls 
from Robert Rubin, Treasury 
secretary, whose meeting in 
San Francisco on the same 


day with Kiichi Miyazawa, 
Japanese finance minister, 
liras dominated by US calls 
for “urgent" and “concrete" 
action to revive growth and 
reform the hanking system 
in Japan. 

The Fed chairman's con- 
cerns about the impact on 
the US economy were under- 
scored by Californian trade 
data which showed further 
sharp fells in US exports to 
Asia, and a marked slowing 
in shipments to Mexico. 

California, which is the 
nation's largest exporter to 
these regions reported a 
decline in merchandise 
exports. 

The total value of ship- 
ments in the second quarter 


fell almost 6 per cent, in a 
dip sharpened by an IS per 
cent fell in sales to Japan, 
the state's biggest trade part- 
ner. even more dramatic 
drops in other Asian map 
kets, and slowing sales to 
Mexico. 

Although Mr Greenspan 
joined Mr Rubin and Mr 
Miyazawa later for dinner, 
monetary policy and foreign 
exchange rates did not come 
up at any point In file dis- 
cussion. officials said. 

Mr Greenspan's main con- 
tribution was to reinforce Mr 
Rubin's calls for firm and 
urgent action from Tokyo, 
according to US officials. 


Editorial comment, Page 13 


Brazil bid 
to stem 
capital 
outflow 


By Jonathan Wheatley 

in Sdo Paulo 

The Brazilian government 
bas announced fresh mea- 
sures to stem the flow of for- 
eign capital from the coun- 
try after the loss of SlObn in 
foreign reserves over the 
past 10 days. 

The latest move in effect 
raises the central bank's 
basic lending rote from 19 
per cent a year to 09.75 per 
rent with effect from tomor- 
row. when financial markets 
return to work after today's 
public holiday, until Septem- 
ber 30. 

It follows two sets of mea- 
sures. including tax cuts, 
introduced over the past 
fortnight to encourage inves- 
tors not to leave Brazilian 
fixed income investments. 
Foreign reserves fell to 
about S59bn at the end of 
last week from S69bn In the 
last week of August. 

The central bank lost week 
cut its base rate, the TBC, 
from 19.75 per cent to 19 per 
cent and increased its assis- 
tance rate, the Than, from 
25.75 per cent to 29.75 per 
cent 

It was seen as a signal that 
the current policy of gradu- 
ally reducing rates would 
continue, but tbat rates 
could be increased if neces- 
sary to protect the currency. 

The new measure cuts the 
TBC’s liquidity to zero, forc- 
ing banks to borrow at tbe 
higher rate. 

Francisco Lopes, director 
of monetary policy at the 
centra] bank, said tbe move 
would be reversed as soon as 
permitted by a return of for- 
eign capital to Brazil, but 
interest rates could be 
increased again should the 
outflow continue. 

Press reports said the gov- 
ernment was preparing fur- 
ther measures to be 
announced this week aimed 
at cutting Brazil's fiscal defi- 
cit of about 7 per cent of 
gross domestic product The 
deficit is one of the main 
causes of concern over Bra- 
zil’s ability to withstand the 
world financial crisis. 


Yes, it's only a vision. But what if it came true? Heart end circulatory diseases airestill tKemajor cause of* 
death. That's why the scientists at Hoechst Marion Roussel, our pharmaceutical company, are putting their 
hearts into research and development to find new ways of improving the lives of cardiac patients. So that 
some day the only cure necessary for an aching heart will be a smile on the face of a loved one. 


The Future in Life Sciences 


Hoechst 





Imagine lovesickness being the only thing that can cause^a he artache 




Hoechst Marion Roussel is the pharmaceutical company of Hoechst, an international group of companies spearheading innovation in Life Sciences. 


Hoechst AG, D-65926 Frankfurt, www.hoechst.com 
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WORLD BANK-IMF PROPOSALS NOT ENOUGH, SAY AID AGENCIES 


Debt relief plan 
for poor countries 


By Hqfteit ChotB, 
Economics Editor 


Several of the world's 
poorest countries, most of 
them ravaged hy war and 
civil strife, will be offered 
the chance of extra debt 
relief under proposals to be 
discussed by the boards of 
the World Bank and Interna- 
tional Monetary Fund this 
week. But aid agencies 
believe the plans do not go 
Car enough. 

The Washington-based 
institutions are proposing to 
extend by two years the date 
at which countries can qual- 
ity for the joint debt relief 
initiative they launched in 
1996, when It expires this 
month. Seven countries 
would probably be eligible to 
benefit Burundi, the Demo- 
cratic Republic of Congo, 
Liberia, Burma, Sao Tome 
and Principe, Somalia and 
Sudan. 

Tentative estimates sug- 
gest that Liberia and Soma- 


lia may need Jlbn in debt 
relief between them, while 
Sudan could require SiSbn. 
Looking just at the countries 
for which reliable estimates 
are possible, exte nding the 
deadline would raise the cost 
of the initiative by about 
$2.4bn to $8.2bn in 1996 
prices. 

The institutions also pro- 
pose to shorten slightly the 
record of good policy perfor- 
mance expected of post-con- 
flict countries that wish to 
qualify for the debt relief ini- 
tiative. Satisfactory perfor- 
mance under economic 
recovery and emergency pro- 
grams supported by the- 
Bank and Fund would be 
counted towards the six-year 
record required. 

The proposals emerge 
from a confidential review of 
the first two years of the Ini- 
tiative, which is supposed to 
reduce the debt burdens of 
poor countries with goad 
policies to “sustainable" lev- 
els. Debt relief of $2 ASbn has 


already been agreed for six 
countries: Uganda has 
received assistance, and Bur- 
Irina Faso, Bolivia, Guyana, 
Ivory Coast and Mozambique 
are in the pipeline. 

But Oxfam International, 

the Washington-based devel- 
opment lobby group, argues 
that the initiative has failed 
to f ulfil its potential, deliver- 
ing too little help, too late. 
“The review paper is a 
whitewash and, if it is not 
radically changed, could 
seriously damage the credi- 
bility of creditor govern- 
ments, the World bank and 
the IMF," it says. 

Oxfam International 
argues that the initiative 
could he revitalised by creat- 
ing a “human development 
window", under which coun- 
tries are offered quicker and 
deeper debt relief to coun- 
tries if they channel the pro- 
ceeds directly In poverty 
relief. The Bank and Fund 
believe this approach is too 
simplistic. 


Court victory for FCC 
against US Baby Bells 


By Mark Suzman in Washington 

The US Federal Communi- 
cations Commission won a 
key legal victory at the 
weekend when an appeals 
court overturned a contro- 
versial ruling restricting its 
powers to oversee the 
deregulation of the HOObn 
local telecommunications 
market 

In a decision released after 
markets had dosed on Fri- 
day, the Fifth Circuit Court 
of Appeals in New Orleans 
reversed a lower court judg- 
ment that key sections in 
the 1996 Telecommunica- 
tions Act restricting the 
right of regional phone 
monopolies - the so^alled 
“Baby Bells” - to offer 
long-distance services were 
unconstitutional. 

The ruling provides a 
much-need boost for the 
FCC, which has suffered -a 
string of court defeats relat- 
ing to the 1996 act and has 
come under growing criti- 
cism from Congress for the 
slow progress of deregu- 


lation. William Kennard, 
FCC chairman, said the deci- 
sion marked a victory for 
consumers: “This win mean 
more choice and lower rates 
for telephone service." 

In terms of the 1996 act, 
the Bells are only permitted 
to offer long-distance ser- 
vices when the FCC is satis- 
fied they have met a series 
of conditions that prove they 
have opened their domestic 
markets to competition. 
None of the companies has 
so for met the conditions. 

In a suit that was later 
joined by other companies 
SBC Communications, the 
most litigious of the Baby 
Bells, had argued that the 
act unfairly singled out the 
Brils for punishment while 
allowing other smaller cope 
petitors into the lucrative 
long-distance market 

In a surprise move, Joe 
Kendall, a district judge in 
Texas, upheld SBC's argu- 
ment, although he delayed 
implementation of his judg- 
ment until the appeal had 
been heard. 


However, in a 2-to-l deri- 
sion. the appeals court ruled 
that the obscure constitu- 
tional argument the Baby 
Bells had used to support 
their argument did not apply 
In this case because the act 
did not permanently ban the 
companies from offering 
long-distance services. 

The new ruling was wel- 
comed by AT&T and MCI, 
the long-distance companies, 
both of which have long 
charged that the Baby Bells 
have been illegally using 
their monopoly power to 
stop competitors entering 
the local markets. However. 
SBC and the other compa- 
nies are expected to appeal 
against the decision to the 
Supreme Court. 

The Supreme Court is 
already expected to rule this 
year on a separate dispute 
between the FCC and the 
Bells on whether the agency 
can impose certain pricing 
conditions on the companies 
when they lease parts of 
their telephone network to 
competitors. 


No war with Taliban, Iran insists 


By Mark Hi&and In Cairo 


Iran's supreme leader yester- 
day denied Iran was plan- 
ning a military confronta- 
tion with neighbouring 
Afghanistan's Taliban forces 
despite an Iranian troop 
build-up 60km from its bor- 
der with Afghanistan. 

Ayatollah All Khamenei, 
commander-in-chief of Iran's 
500,000-strong army, was yes- 
terday quoted in the English- 
language Tehran Times as 
saying: “There will be no 
confrontation with the Tali- 
ban." State-run Tehran 
Radio on Saturday asserted 
Iran’s right to act against 
the Taliban, but later soft- 
ened its stance. 

Noorullah Zadran. Taliban 
spokesman at the UN. said 
yesterday a military clash 
with Iran could engulf 
Afghanistan's neighbours. 
“If the war is imposed upon 
us. I believe that it will have 
a domino effect, and I 
believe that that would turn 
the entire region into a fire- 
ball.” Mr Zadran told the 
BBC. 

“I would not be surprised 
if some of the most deadly 
weapons, which have never 
been used in tbat area, 
would be used, which would 
certainly involve the inter- 
ests of the western world.” 

Iran has demanded an 
explanation for the disap- 
pearance of II Iranian diplo- 
mats and an Ir anian journal- 
ist from the northern 
Afghan town of Mazar-i- 
Sharlf. The town was seized 
by the Taliban, which con- 
trols 90 per cent of Afghan- 
istan. from an opposition 
military alliance on August 
8 . 

Mohamed Omar. Taliban 


leader, has been quoted as 
saying the diplomats were 
probably killed by “rene- 
gade" Taliban fighters. 

After the diplomats' disap- 
pearance and the fall of 
Mazar-i-Sbarif. Iran last 
week began three days of 
military manoevures Involv- 
ing 70,000 Republican 
Guards in eastern Iran. Tele- 
vision pictures from the bor- 
der area east of the Iranian 
town of Torbat-e dam 
showed heavily armed bat- 
talions engaged in mUftaiy 
manoeuvres with air cover 
provided by jet fighters. 

The manoeuvres are now 
complete, but a strong mili- 


tary presence has been 
retained in the area, said a 
visitor there who returned to 
Tehran yesterday. Opinion 
in Tehran is divided over 
how Iran should respond to 
the probable deaths of the 12 
Iranians. Several Iranian 
newspapers devoted exten- 
sive coverage to the reports 
of widespread killings perpe- 
trated by the Taliban follow- 
ing its capture of Mazar-i- 
Sharif. 

“There is a strong feeling 
against becoming Involved, 
and there are warnings to 
the government not to trap 
itself in Afghanistan." said a 
senior official In Tehran yes- 


terday. "The mood isn’t In 
favour of military action, 
judging by different state- 
ments in the media and the 
official propaganda” 

On Saturday, the Washing- 
ton Post reported that US 
intelligence had warned that 
Iran was preparing to send 
troops into Afghanistan and 
attack with aircraft. Diplo- 
mats in Tehran said yester- 
day military action was pos- 
sible, but could be a limited 
strike rather than an inva- 
sion. “The Iranians would 
want to be certain of what 
happened to the diplomats 
before taking action." said 
one diplomat. “And they 


may not want to acknowl- 
edge their death before 
knowing what action they 
might take.” 

Iran has been a key politi- 
cal supporter, along with 
Russia and Uzbekistan, of 
the anti-Taliban military alli- 
ance. headquartered in 
Mazar-i-Sharif until the Tali- 
ban takeover in August. 
Pakistan's recognition of the 
Taliban as Afghanistan's 
government, and the pres- 
ence of Pakistani military 
advisers in the Taliban -con- 
trolled capital. Kabul, have 
heightened the prospect of 
regional rivalry between 
neighbouring states. 



Taliban sokSers (Ssptay weapons they seized from Iranian sokfiers near the Afghan border last month 


Israeli strike to 
spread today 


By Art Madtlis in Jemsafem 


The Histadrut, Israel's trade 
union federation, today 
plans to expand a big public 
sector strike to increase 
pressure on Israel's finance 
ministry In negotiations over 
wage agreements for next 
year. 

Amir Peretz, Histadrut 
chairman, and Yaakov Nee- 
man, finance minister, are 
both trying to win over pub- 
lic opinion as the labour dis- 
pute -intensifies. There was 
no sign of compromise as the 
two entered another round 


“I can.” 


T he Indian cement industry is down, the 
competition is tough and our people arc 
loving every minute of it. 

You sec, where most people in die cement industry 
saw hard times ahead, our people saw opportunity. 

With cement prices coming down and 
production costs going up— what better time to 
make a difference? 

Each and every individual in the company set 
personal targets far himself. Based on a simple 


strategy: Cut down costs and increase market share. \ ended June 1998. 


For example, to clamp down on rising power 
tariffs, our engineers sec up a 40 MW captive power 
plant in Gujarat in record time. Thus making us 
100% self-sufficient in power. 

On the other hand, our marketing people 
pushed up sales by 25% from 4 million tonnes to 
5 million tonres. 

Just goes to show: when you have people as 
charged as this, there’s nothing they can't do. 

Wfe’re pleased to present our results for the year 


AUDITED FINANCIAL RESULTS (in millions) 


Year ended 30.6.98 

Year ended 30.6.97 


(Ra.) 

(USS) 

(Rs.) 

(USS) 

TURNOVER 

113 IQ 

265 

9214 

216 . 

OPERATING PROFIT 

3528 

83 

2855 

67 

CASH PROFIT 

2450 

58 

2167 

51 

DEPRECIATION 

1085 

25 

812 

19 

PROFIT AFTER TAX 

1317 

31 

1324 

31 

EARNINGS PER SHARE (Rs. ) 

18 


18 

1 

CASH EARNINGS PER SHARE (Rs.) 

33 


29 
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of negotiations yesterday 
evening. 

Mr Peretz is demanding an 
8 per cent pay rise for public 
sector workers, which 
amounts to a real increase of 
about 4 per cent at current 
Inflation levels. Mr Neeman. 
fearful of pressure on infla- 
tion and the budget, is deter- 
mined to limit an increase to 
1 per cent. 

Wbri : stoppages by about 
300,000 public sector employ- 
ees since last Thursday have 
paralysed the public sector. 
Mr Peretz threatened to send 
more workers home today if 
no agreement was reached. 
This could shut down the 
Ben Gurion International 
Airport, the Tel Aviv Stock 
Exchange and state-owned 
banks, which so for have not 
been involved. 

Mr Peretz, addressing a 
public that is growing weary 
of an annua] strike ritual, 
pleaded to Israelis to back 
the campaign. 

“We want to prove that 
even workers with the low- 
est salaries are capable of 
fighting," he said. 

But the finance ministry, 
which is determined to cut 
the 1999 budget by Shk2.2bn 
($570m>, warned that every 1 
per cent wage increase 
added up to SbkTOOm: “This 
will require additional reduc- 
tions in other government 
expenditures and public ser- 
vices." 

The statement sparked a 
fierce attack by Mr Peretz, 
who accused' ministry offi- 
cials of inflating figures to 
discredit union demands. “If 
a 1 per cent wage increase 
equals ShkTOGm, we will be 
satisfied with l per cent and 
can cut a deal immediately," 
he said. 


Wages of US workers 
start to bounce back 


By Robert Taylor, 
Employment Editor 


After seven years of US 
economic recovery the real 
wages of American workers 
bave begun to improve, with 
a 2.6 per cent annual rise 
since 1996 as a result of tight 
labour markets, low infla- 
tion and an increase in the 
minimum wage. 

But most workers’ real 
wages are still not back to 
the levels of 10 years ago. 
Nor have the living stan- 
dards of most working fami- 
lies fully recovered from the 
early 1990s recession. 

These are the main conclu- 
sions of the biennial study of 
working America published 
yesterday by the Economic 
Policy Institute, the indepen- 
dent think-tank, in Washing- 
ton DC. 


“American families are 
working harder to stay in 
the same place and are see- 
ing little of the gains in the 
overall economy." claims the 
report. "Amidst positive 
overall growth, significant 
economic disparities persist 
as trends in wages, income 
and inequality in the 1990s 
continue to follow patterns 
set in the 1980s." 

Tha report adds US’ jobs 
have grown less secure and 
less likely to offer health and 
pension benefits. “Middle- 
class wealth (the value of 
tangible assets such as 
houses and cars, plus finan- 
cial assets, minus debts) has 
also fallen," it says. 

However, the report 
believes official US income 
data, due out next month, 
should indicate the typical 
family has regained the 


after-inflation income level it 
achieved in 19S9. 

The main reason for cur- 
rent income trends is a con- 
tinuing wage deterioration 
among middle- and low-wage 
earners and while-collar and 
some college-educated work- 
ers. argues the report. 

The share of wealth held 
by the top l per cent of US 
households r went up from 
37.4 per cent of the national 
total in 1989 to 39.1 per cent 
in 1997 while the share held 
by families in the middle 
fifth of the population 
dropped from 4.8 per cent to 
4.4per cent 

The state oj Working Amer- 
ica 199&1999. from the Eco- 
nomic Policy Institute 1660 L 
Street NW. Suite 1200, Wash- 
ington DC 20036. Copies 
available in January from 
Cornell University Press. 


Latin America in plea to 
G7 over recession fears 


By Jamas Wilson in Panama 


Latin American leaders have 
called on the Group of Seven 
Industrialised nations to 
take urgent action to stop a 
worldwide slide into reces- 
sion. 

Amid growing fears that 
contamination from Asia 
and Russia will cause a 
full-blown crisis for the 
region, they also made clear 
they expected the Interna- 
tional Monetary Fund and 
other multilateral finance 
organisations to stand 
behind them if they faced a 
liquidity crunch through 


being shut out of world capi- 
tal markets. 

Their demands, made at 
this weekend’s summit of 
the 'Rio Group of Latin 
American nations in Pan- 
ama. come. after a traumatic 
week for the region’s stock 
markets and economies. Col- 
ombia devalued its currency, 
the Mexican peso fell to his- 
toric lows, and Moody's, the 
credit rating agency, cut its 
rating on Brazil and Ven- 
ezuelan debt. It also said it 
was reviewing Argentina 
and Mexico. 

Leaders concentrated most 
of Saturday's talks on the 


crisis and took the unusual 
step of issuing a separate 
declaration responding to 
the economic woes. 

Their declaration said G7 
countries needed to “take 
measures immediately to 
restore stability in financial 
markets and guarantee the 
growth of the world econ- 
omy". World financial organ- 
isations needed to "become jjki 
involved more quickly and 9 -.. 
effectively". 

Their concerns were 
voiced by Mexican President 
Ernesto Zedillo, who said 
everyone had a part to play 
in staving off a crisis. 


If you’re Irish, come into the Congress 


Wherever they come from, Massachusetts candidates should be 
ready to eat corned beef and cabbage, reports Victoria Griffith 


I n campaigning for the con- 
gressional seat vacated by 
Joe Kennedy in Massachu- 
setts, an Irish background 
does not go amiss, and can- 
didate Ray Flynn knows It. 
On a recent hand-shaking 
tour, the former Boston 
mayor burst into an a 
capelin rendition of “Wild 
Irish Rose" and earned a 

warm reception. 

Irish roots in this state’s 
politics run deep. When Irish 
immigrants at the turn of 
the century found them- 
selves marginalised by Bos- 
ton’s upper-class “Brahm- 
ins", they fought back by 
grabbing political power. At 
one time, nearly all Massa- 
chusetts’ main politicians - 
from the governor to mayors 
to congressional representa- 
tives - had Irish back- 
grounds. 

St Patrick's Day is an offi- 
cial Massachusetts holiday, 
and local politicians are 
expected to spend it at a 
corned-beef-and-cabbage 


breakfast in the Irlsh-Ameri- 
can enclave of South Boston. 
The meeting is still such a 
political hot bed that this 
year Vice President A1 Gore 
showed up in the hope of 
cementing Democratic sup- 
port in the state. 

Joe Kennedy’s Eighth Dis- 
trict seat has been occupied, 
in various years, by a who's 
who of Irish Americans. His 
unde and former US presi- 
dent, John F. Kennedy, used 
the seat to launch bis politi- 
cal career. The flamboyant 
former Speaker of the House, 
Tip 0'Neill. represented the 
Eighth District for many 
years, as did James Michael 
Curley, a controversial local 
hero who also served as gov- 
ernor of Massachusetts and 
mayor of Boston. 

But Irish Americans’ bold, 
on Massachusetts is begin- 
ning to loosen. The current 
mayor of Boston and the 
state's governor both have 
Italian backgrounds, and 
Ted Kennedy is the only 




member of his dynasty still 
holding political office in 
Massachusetts. Yet even 
those who have no Irish 
blood are well-advised to 
profess Irishness at heart. 
While the state as a whole 
has become more conserva- 
tive over the last decade, it 
still remains the most reli- 
ably Democratic in the coun- 
try, Many areas remain 
downright left wing. 

P olitical Irishness in Mas- 
sachusetts means an 
unabashed “somethlng- 
for-the-little-guy" approach. 
Nowhere does such liberal- 
ism play better than in the 
Eighth, which comprises 
half of Boston, a few work- 
ing class suburbs and the 
moneyed but heavily Demo- 
cratic towns of Cambridge 
and Belmont “It is probably 
the most liberal congressio- 
nal district in the country,” 
says Steve Bloomfield, direc- 
tor of the fellows programme 
at Harvard University. 


Mr Flynn’s political 
agenda - including health 
care benefits and child tare 
for the poor, guaranteed 
access to social security for 
the elderly, and jobs for the 
working class - is just as 
well received in this district 
as his Irish roots. Despite a ^ 
reputation for heavy drink- ® 
ing and criticism over his 
performance as ambassador 
to the Vatican, the former 
mayor is ahead in the polls. 

He is the current frontrun- 
ner in a heavily splintered 
race tbat features a former 
talk-show host and a few 
millionaires, most of whom 
are offering a policy profile 
as liberal as his. Even his 
anti-abortion stance In this 
heavily pro-choice region 
does not seem to be hurting 
this South Boston native, 
who has just enough star 
quality to have made him a 4 s " 
local celebrity. • • 

"The state has gotten a 
little more Republican," says 
Mr Flynn. “But here in the i 
Eighth, it's lunch-pail poli- 
tics for a working class con- 
stituency." 

V 
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Mitsubishi Motors have won many 

awards for innovation. 

But the real winner is the Earth. 
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Since its inception just 12 months ago, Mitsubishi's GDI engine has won dhc following presdgjous awards: Paul Pietsch Preis ‘97 ’ 
European Auto I Innovation Award * Technology of the Year Award *98 * Amo Trophy Award ‘98 * Golden Oildrip Award *98 ‘ 

The Environment Award “98 "1998 Car of the Year Award for Environmental Protecrion * Price of Honor "98 * Smanesr Technical Innovation ‘97. 


Mitsubishi’s Gasoline Direct Injection (GDI) engine has taken 
more than thirty years to develop. Transforming what was described 
as “the engineer’s dream” into a mass production reality is an 
achievement of which Mitsubishi are justifiably proud. And nor just 
Less Fuel Con sumpt ion^ * because they’ve collected many prestigious awards. 

^gJ W >/ In the race to develop an engine which is as good to 
drive as it is for the environment, Mitsubishi's GDI has 
Emissions ban heralded as the onlv realistic way forward. An 

Mew* 0 * - * 


More Power 

rj?/ 

Less CO2 Emissions 


opinion shared by journalists, academics, motor manufacturers but 
more importantly, drivers around the world. Because although GDI 
may be the engine of tomorrow you can actually drive ir today. 
Hundreds of thousands of people already are. 

And as it’s being fitted in other manufacturers’ makes and 
models, the benefits aren’t restricted to Mitsubishi cars, the motor 
industry or even drivers - they’re global. 

GDI takes you further. 


m 

V'//// 


•it's 

the 

Dffle 

things 

that 

make 

Mitsubishi 

great. 


■GDI is a cradcrnarit of MiTsutasbJ Motors Corporation. 
WEB STTEi http^Avwwroillsubt3hi-nM>tor5^co.jp/ 
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SOCCER ENIC MA Y OPP OSE BSKYB IN FIGHT TO TAKE OVER SPORT'S RICHEST CLUB__ 

Bid battle looms for Manchester United 


doch. BSkyB's largest share- 
holder. to increase his influ- 
ence over the national sport. 

■ The government yesterday 
suggested a takeover of 
United by BSkyB could be 
referred to the Monopolies 
and Mergers Commission. 

BSkyB already owns the 
exclusive rights to broadcast 
live Premier League soccer 
games, which are heavily 
promoted by Mr Murdoch’s 
newspapers. Critics said its 
ownership of United would 
raise several potential con- 
flicts of interest They were 
concerned about possible 


abuse of its powerful posi- 
tion in soccer. 

The political opposition to 
a BSkyB takeover has 
encouraged Enic. which has 
long been interested in 
acquiring a top English club, 
to enter the fray. It has not 
yet held talks with United, 
but is ready to make an 
approach this week. 

The group - which owns 
Vicenza of Italy. Slavia 
Prague of the Czech Repub- 
lic, AEK Athens of Greece 
and a 25 per cent stake in 
Glasgow Rangers of Scotland 
- would look to Time 


Warner, the US entertain- 
ment group, for financial 
backing. Enic and Time 
Warner are already partners 
in an international restau- 
rant and retail joint venture. 
A battle for United would 
almost certainly push the 
price of the club above the 
£575m (SMStn) reported yes- 
terday as BSkyB’s opening 
offer. United's shares closed 
on Friday at 159p, valuing 
the club at £413m, but ana- 
lysts believe a bidder would 
have to pay a big premium- 
BSkyB faces considerable 
opposition to a takeover of 


United. Tony Banks, the 
sports minister, said the 
competition authorities 
would have to examine the 
deal, which would have 
"very, very profound" conse- 
quences. He said: "I would 
imagine there are alarm 
bells ringing somewhere 
because this isn't something 
that can just sail through 
like any other takeover bid 
because there are profound 
consequences, not just for 
sport, but for competition 
within the media generally." 

The prime minister’s office 
made no attempt to distance 


Northern Ireland’s 
sworn foes on road 
to milestone meeting 

John Murray Brown on the gestures that 
may pave the way to talks between leaders of 
the two main nationalist and pro-British parties 


A fter the rapid pace of 
recent developments, 
the Northern Ireland 
peace process marks a fur- 
ther milestone today when 
David Trimble, first minister 
in the new assembly, chairs 
the first meeting of the 
province's party leaders. 

The gathering has gained 
in importance amid hopes 
that it may lead to direct 
talks between Mr Trimble, 
leader of the pro-British 
Ulster Unionist party, and 
Gerry Adams, president of 
Sinn Fein, the political wing 
of the IRA. 

Continuing tensions were 
highlighted over the week- 
end when two policemen 
were injured in bomb 
attacks during riots in the 
town of Portadown. But in a 
process propelled by set- 
piece events, any public 
show of reconciliation 
between these sworn foes 
could restore public confi- 
dence in the recent Good 
Friday peace accord. 

The signals are mixed. Mr 
Trimble yesterday ruled out 
a symbolic handshake. He 
accused Mr Adams of offer- 
ing not an open hand but 
one holding three tons of 
Semtex explosive and hun- 
dreds of AK-47 assault rifles. 
“You have got to be careful 
about the signals you send 
to people." he said. 

At the same time, he 
claimed arms decommission- 
ing was inevitable and that 
the anti-British republican 
movement was “on a 
conveyor belt" to dismantle 
its armoury. No unionist 
believes the IRA is about to 
disarm, but Mr Trimble 


needs to justify his tactics to 
his supporters, many of 
whom are deeply sceptical 
that Sinn F6in has 
renounced terrorism. 

His advisers were anxious 
yesterday to stress that any 
contact Mr Trimble may 
have with Mr Adams is in 
the context of his role as 
first minister, not as leader 
of the Ulster Unionist party. 
But government officials 
point out that just to invite 
Mr Adams to a meeting of 
party leaders is to accept the 
legitimacy of Sinn Fein's 
electoral mandate. 

Mr Trimble has little room 
to manoeuvre. Meeting Mr 
• A dams would be one thing, 
but sitting down in govern- 
ment with Sinn Fein minis- 
ters while the IRA retained 
weapons would be too much. 

Many unionists fear the 
appointment of Sinn Fein's 
Martin McGuinness to liaise 
with the international arms 
decommissioning body may 
simply be reassurance to his 
own grassroots because the 
IRA has given no commit- 
ment on disarmament. 

John Bruton, leader of the 
Republic of Ireland's apposi- 
tion Fine Gael party, says 
Mr Adams' latest statement 
amounts to little more than 
an aspiration that violence 
“must be" a thing of the 
past, offering no guarantee 
that violence would be fin- 
ished for good. 

There is an element of 
bluff in this developing 
stand-off. No executive for 
the province can be set up 
until the parties agree what 
ministries are to be created. 
The timing is largely in Mr 



A Cattio Be -owned shop In Portadown firebombed by pro-British loyalists at the weekend Paul McErtara 


‘No timetable’ for decommissioning 


Mo Mowlam, Northern 
Ireland secretary, stressed in 
an interview with Sky 
television's Sunday 
programme that she would 
not make decommissioning 
a timetabled precondition for 
all the other parte of the 
Good Friday agreement 
She said: “I think 
decommissioning has to 
happen. I have never put 
time limits on any of the 
dimensions of the Good 
Friday agreement, apart from 
the two years [by] when ail 


the dimensions have to be 
implemented.* She added: 
“Ail dimensions of the Good 
Friday agreement have to 
move together to work. It is 
not only important to have 
movement on 

decommissioning but across 
the board." 

“In relation to 

decommissioning, of course 
it has got to happen but 
what you mustn't do is keep 
putting something up front 
arid making it a hurdle to 
jump over." 


Trimble's control as first 
minister. The only binding 
date is that areas of cross- 
border co-operation have to 
be identified by the end of 
October. Unionists say that 
can happen even without an 
executive. 


But Dublin's concern, and 
that of many nationalists, is 
tbat Mr Trimble may be 
spinning it out to put pres- 
sure on Sinn Ffein. Seamus 
Mallon. his deputy, will face 
difficulties within his moder- 
ate nationalist Social Demo- 


cratic and Labour party if he 
allows Mr Trimble to set the 
pace of events. 

Even in the wake of Presi- 
dent BUI Clinton's visit last 
week, unionists recall that it 
was barely two months after 
the last Clinton visit in 
November 1995 that the IRA 
broke its first ceasefire with 
the huge bomb in London's 
Docklands- What, they ask. 
will the IRA do if negotia- 
tions become bogged down 
this time? 

Mr Trimble believes he 
can sit it out. He points out 
other aspects of the agree- 
ment are already in train. 
This week will see the first 
paramilitary prisoners set 
free as part of the peace 
agreement. And a commis- 
sion to examine changes to 
the Northern Ireland police 
force - a key demand of 
Sinn F6in - is under way. 
chaired by Chris Patten, the 
former Hong Kong governor. 


Big electricity consumers urge price cap 


By Patrick Harverson and David 
Wglrton in London 


Enic. the leisure group with 
extensive interests in Euro- 
pean soccer, is poised to join 
the bidding for Manchester 
United after the sport's rich- 
est club confirmed yesterday 
it was in takeover talks with 
BSkyB. the UK satellite 
broadcaster. 

Enic is considering a rival 
oiler for United after news of 
BSkyB's takeover plan was 
fiercely criticised by politi- 
cians in London opposed to 
any attempt by Rupert Mur- 


By Andrew Taylor, 
Utilities Correspondent 


Some of the electricity 
industry's biggest customers 
want the UK government to 
place a celling on wholesale 
power prices charged by gen- 
erators in the wake of what 
they describe as "excessive 
contract price rises this 
autumn". 

The Utility Buyers' Forum 
- representing companies 
such as the GKN industrial 
conglomerate and J Sains- 


bury, one of the country's 
biggest retail chains - bas 
asked Peter Mandelson, chief 
industry minister, to impose 
a price cap until changes can 
be introduced reducing the 
price-setting power of the big 
generators. 

Mr Mandelson is to 
respond shortly to the 
recommendations of a gov- 
ernment review of energy 
policy, which has called for 
radical changes to electricity 
trading. He is also consider- 
ing requests that National 


Power and PowerGen, the 
two biggest fossil fuel gener- 
ators, sell some power sta- 
tions. 

The UBF, in a letter to Mr 
Mandelson. said it recog- 
nised that neither proposal 
"can be introduced over- 
night". But the minister 
should consider imposing a 
price cap until "truly com- 
petitive market conditions 
emerge". 

The national Electricity 
Pool, which lets as a clear- 
ing house between genera- 


tors and customers, sets 
wholesale prices that are 
used as a guide when negoti- 
ating individual contract 
terms. 

The UBF said in its letter 
that inflationary generating 
price Increases had been 
imposed in the autumn elec- 
tricity contracting round, 
“the most common renewal 
date for industrial and com- 
mercial buyers of electric- 
ity". 

Bob Spears. UBF electric- 
ity director, said annual 


costs of those negotiating 
new prices from October had 
risen by £60m which, if 
taken across all industry and 
commerce, would represent 
a rise of 4 per cent in annual 
generation prices. 

The Electricity Associa- 
tion, which represents power 
generators and suppliers, 
said yesterday that prices 
bad fallen by up to 30 per 
cent in real terms since 1990. 
“The contracts market 
remains highly competitive." 
it said. 


itself from Mr Banks' com- 
ments. "We would look very 
carefully at the competition 
issues that may arise and 
the normal procedures 
would be followed.” it said. 

The Department of Trade 
and Industry said a deal 
would definitely be scrutin- 
ised by the Office of Fair 
Trading, which advises the 
chief minister on whether to 
refer bids, and added: “There 
may be an argument that 
this sort of deal might have 
an effect on competition." 

Lax, Page 14 

Warning 
on powers 
of planned 
financial 
regulator 

By Jean Eagtestiam and 
David Wighton in London 


The government’s plans to 
create an all-powerful finan- 
cial services regulator will 
soon come under public 
attack by a senior industry 
figure for the first time. 

Angela Knight, the former 
Conservative Treasury min- 
ister who heads the Associa- 
tion of Private Client Invest- 
ment Managers and Stock- 
brokers, will claim at an 
industry conference later 
this month that the Finan- 
cial Services Authority will 
not be sufficiently account- 
able to the firms that are 
regulated by it and required 
to pay for it 

Michael Fallon, the opposi- 
tion Conservative spokes- 
man on financial regulation, 
yesterday strongly backed 
the call for greater account- 
ability. “It is dawning on the 
City [of London] now just 
what colossal powers the 
FSA will have and the com- 
plete lack of accountability 
of what is indeed a private 
company," he said. 

The concerns have been 
triggered by the draft legisla- 
tion for the new regulator, 
which gives it an extraordi- 
narily broad range of powers 
and responsibilities. 

The government wants the 
law to be sufficiently flexible 
to implement any regulatory 
changes over the next few 
years without having to 
redraw the legislation. 

It plans to give the FSA 
reserve powers to cover 
mortgages and bank depos- 
its. neither of which are cur- 
rently regulated. The draft 
bill also gives the regulator a 
free hand to make rules in 
certain areas, such as money 
laundering. 

Many in the financial ser- i 
vices industry are concerned 
the government is giving the 
FSA too much power with 
too little accountability. 
They point out the members 
of the FSA board will not be 
responsible to regulated 
companies for their actions 
in the same way that a com- 
pany director is to share- 
holders. or indeed the direc- 
tors of any regulated 
company will be to the FSA. 

The FSA, like the Securi- 
ties and Investments Board 
it replaces, will remain 
broadly answerable to parlia- 
ment But Mrs Knight will 
say that additional controls 
are needed. 


THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


UK COMPANIES 


■ TODAY 

A dare Printing ER6.72p 
Anglian 6p 
Arriva 3.6p 

Cable & Wireless 6*i% Nts 
2003 $63.75 

Do 6V-o Nts 2005 $63.75 
Do 6M"b Nts 2008 $63.75 
Capital Shopping Centres 
6V« Bd 2013 £34.375 
Holders Tech 2p 
MS Int 0.65p 
Prism Leisure 5p 
Scottish Highland Hotels 
l-4p 

Sony 614% Nts Mar 2006 

$30,625 

Wessex Water Fltg Rate Cm 
Pf 3.225p 

■ TOMORROW 

Abbey National Treasury 
Gtd FRN 1999 S14.38 
British Gas Int Fin B%% Gtd 
Nts 1999 S83.75 
Reuters 3.4p 
Rockwell Int $0,255 
Tenneco SO .30 
Treasury 2006 £3.875 
Treasury 10% 2003 £5.0 
Trifast 7.5p 

Wah Kwong Shipping 
HKSO-234 

■ WEDNESDAY 
SEPTEMBER 9 
Anheuser-Bujch $0.29 


Funding for Homes 10Vi% Db 
2018 £5.0625 

Halifax FRN 1999 £194.50 
Harveys Furnishing 6p 
Investors Cap Tst Inc Anty 
Rest/Vtg 1.42p 
Do Units 1.42p 
Joseph (Leopold; 16p 
Nat West Bank 7%% $b Nte 
2015 £78.75 

Partridge Fine Arts 1.75p 
Residential Mortgage Sec 1 
Class A Mtg Bckd FRN 2034 
£127.68 

Do Class M £203-85 
Do Class B £269.38 
Uno 4.15p 

Woolwich 7% Nts 1998 £700.0 


■ THURSDAY 
SEPTEMBER 10 
AlliedSignal $0.15 
Anglo Irish Bank FRN 1998 
£19652 

Carclo Engineering 7.56p 

Chevron $0.61 

Dun & Bradstreet $0.1885 

Exxon $0.41 

General Motors $0.5500 

IBM £0.22 

Lex Service 7.8p 

Lilly (Eli) $0.20 

Mobil $0.57 

Nat Australia Bank Sb Var 
Rate Nts 2000 £203.85 


Nat West Bank Var Hate Cap 
Nts 2009 £206.37 
Pfizer $0.19 

Portman Bldg Scty FRN 1999 
£195.78 

State Bank of New South 
Wales Sb FRN 2005 AS74.33 
Texaco $0.45 

Treasury 51',% 2008/12 £2.75 
United Technologies $0.36 
Warner-Lambert $0.16 


■ FRIDAY SEPTEMBER 11 
ABN Amro FLO .60 

. Bankamerlca $0,345 
Break for the Border L3p 
Brunner Inv Tst 3p 
Debenham Tewson & Chin- 
nocks 2-2p 

Driefontein Cons R0.60 
French Property Tst Q.5p 
Racal Elec 3.9p 
St Helena Gold Mines R2.0 
St Modwen Props lp 
Savins 3-5p 
Total Office 1.8p 
Treasury FR 1999 £1.8778 
Witan Inv 3.35p 

■ SUNDAY SEPTEMBER 13 
Hydro-Quebec 12%% Ln 2015 
£6.375 


■ TODAY 

COMPANY MEETINGS: 

Asia Healthcare Tst, Cheap- 
side House. 138, Cheapside. 
E.C.. 11.30 

Baring Emerging Europe 
Tst. 155, Blshopsgate, E.C., 
2.30 

BOARD MEETINGS: 

Finals: 

Adwest Automotive 

Billiton 

Bryant 

Epic Multimedia 
Haynes Publishing 
Photobition 

Interims: 

Bodycote 
British Vita 
Bunn ah Castro 1 
Candaver In vs 
Dewhirst 
Forth Ports 
Hodder Headline 
PPL Therapeutics 
Relyon 
Ryland 
WSP 

■ TOMORROW 
COMPANY MEETINGS: 

New London Capital, Foun- 


tain House. 130, Fenchurch 
Street. E.C., 12.00 

BOARD MEETTNCS: 

Interims: 

Aggregate Inds 
BBA 

Baird (Wm) 

Brammer 

Charter 
Expamet Int 

Fisher (JameslFisbers Int 

Hlllsdown 

Holmes Place 

IMI 

Iceland 

Jardine Lloyd Thompson 

Norwich Union 

Novara 

Pentland 

P&O 

Scottish Media 
Simon 
Staffware 
Taylor Woodrow 
Williams 
Yule Catto 

■ WEDNESDAY 
SEPTEMBER 9 
COMPANY MEETINGS: 

Great Universal Stores, 
Chartered Insurance Insti- 
tute, 20, Aldermanbury, E.C., 
12.00 


BOARD MEETINGS: 

Finals: 

Bearer Homes 
Domestic & General 
Gearhouse 
Logica 

Interims: 

Albright & Wilson 

Caradon 

Coats Vlyella 

Devro 

Glynwed 

LncasVarity 

PSD 

Peptide Therapeutics 
Premier Oil 
Rugby 
Russell { A) 

SGB 

Signet 

Tempos 

Thistle Hotels 

United News & Media 

■ THURSDAY 
SEPTEMBER 10 
COMPANY MEETINGS: 

Courts, 160 A, Fleet Street, 
E.C., 11.00 

BOARD MEETINGS: 

Finals: 

Brierley Inv 



NEWS DIGEST 


THE ECONOMY 

* 

■ ■ ) 

Union leaders to press 

A ■ 

l 


Blair to act over downturn 



Trade union leaders wffl today press Tony Blair, the prone 
minister, to deal with the deepening economic downturn in 
the run-up to the Trades Union Congress, which starts 
next Monday. A delegation led by John Monks, TUG gen- 
era] secretary, will urge a cut in interest rates to reduce the 
value of the pound. Ken Jackson, general secretary of the 
AEEU engineering workers' union, has asked Edd» 
George, governor of the Bank of England, and other mem- 
bers of the central bank's "monetary policy committee, to 
cut interest rates when they meet on Thursday. Union 
leaders believe Mr Georgs will receive a hostile reception 
when he speaks to the conference - for the first time - 
unless the Bank moves to allay the fears of industry about 
the strength of the pound and the decline in exports. The 
Conservatives tried to kill oft manufacturing industry and 
the Bank is trying to finish off the job", said Mr Jackson 
yesterday. Robert Taylor, London 



SCOTLAND 


Polls put Labour ahead 

Two polls in Scottish newspapers indicated yesterday that 
the governing Labour party had regained its lead over the 
Scottish National party, which seeks independence for 
Scotland in the European Union. Previous polls have * 
suggested the SNP is ahead ot Labour. The two surveys 
suggested that Labour would be the biggest party in the 
new Scottish parliament, able to form an administration 
with the support of the pro-European Liberal Democrats. 

But the findings were tarnished for Labour by another con- 
clusion of the NOP poll: that 50 per cent of those ques- 
tioned supported Scottish independence, with 45 per cent 
opposed. The SNP will soon propose an overhaul of Scot- 
land's export promotion activities in its manifesto for the 
elections to the parliament. The SNP believes Scotland's 
exports are too narrowly focused on the drinks and elec- 
tronics sectors. Andrew Parker, Edinburgh 


COMPETITION POLICY 

Ministers attacked over bill 

Ministers and the Office of Fair Trading were attacked by 
the opposition Conservative party yesterday for failing to 
provide business with details of how new competition leg- 
islation will operate. John Redwood, the party's chief 
industry spokesman, said it was “totally unsatisfactory" 
that companies still did not know how the regime would 
be implemented. John Bridgeman, the director-general of 
fair trading, admitted in a letter to Mr Redwood that there 
were still many uncertainties surrounding the bill, which is 
expected to become law by the end of the year. Mr Brid- 
geman also said the government has still not come up 
with a definition of which vertical or supply agreements 
would be exempted from the prohibition on anti-competi- 
tive agreements. David Wighton, Wighton 


‘AIR RAGE 1 

Research blames stress 

"Air rage" - in which passengers disrupt flights - can be 
caused by anxiety among passengers, according to Busi- 
ness Traveller magazine. Research showed that many 
business executives feared flying, yet continued to go by 
air because their job demanded it. The Business Traveller 
article claimed: 

• Few crews are given much training on how to handle 
unruly passengers. 

• Some airlines dispense too much alcohol on flights. 

• Frustrated smokers cause much of the trouble. 

• Stress can cause passengers to behave unpredictably. 
Too high expectations can also be a cause of trouble, 

said Business Traveller. In one instance, a flight attendant 
was badly burnt when a passenger threw two pots of cof- 
fee over her after being denied an upgrade. 


SCIENCE 

Hawking attacks ‘extremists’ 

Stephen Hawking, the best-known scientist in Britain 
today, last night led a scientific counterattack against ani- 
mal rights “extremists". On the eve of the British Associa- 
tion’s annual science conference in Cardiff, Professor 
Hawking, professor of mathematics at Cambridge Univer- 
sity, accused extremists of turning to animal rights “from a 
lack of the more worthwhile causes of the past like 
nuclear disarmament". Professor Hawking, who suffers 
from motor neurone disease and speaks through a voice 
synthesiser, is a patron of Seriously III for Medical 
Research, a patients’ group that defends humane experi- 
ments with animals to promote human health. The group 
condemned the use of violence and intimidation against 
medical researchers who use animals. Colin Blakemore, 
the Oxford University brain researcher who Is this year's 
British Association president, has suffered frequently from 
such attacks. Clive Cookson, Cardiff 
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Peak Int 
Sirdar 

Stavert Zigomala 
Interims: 

BTR 

Beattie (James) 
Bentalls 
Booker 
Centrica 

Courtanlds Textiles 
Dawson group 
EBC 

Gaffaber 

Goldsmiths 

Hanson 

Heywood Williams 
High croft Inv 
Laing (John) 

Laird 

Linton Park 
Mirror 

Mowlem (John) 

National Express 

Pendragon 

Peterhonse 

Queens Moat Houses 

RTZ 

Rathbone Brothers 

Serna 

Shell 

Soco Int 

Spirax-Sarco 

Trafficm aster 

United Biscuits 

Yorklyde 


■ FRIDAY SEPTEMBER 11 
COMPANY MEETINGS: 

Hampson Inds, Copthorne 
Hotel, Merry Hill, The 
Waterfront, Level Street. 
Brierley Hill. West Midlands, 
12.00 

BOARD MEETINGS: 

Interims: . 

British Regional Airlines ml 
Dean 

Group Tst 
Lionheart 
Television 
Wood (Arthur) 

Company meetings arc 
annual general meetings 
unless othmvise stated. 


Please note: Reports and 
accounts are not normally 
available until approxi- 
mately six weeks after the 
board meeting to approve 
the preliminary results. 

This list is not necessarily 
comprehensive since compa- 
nies are no longer obliged to 
notify the Stock Exchange of 
imminent announcements. 
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INSIDE ® TRACK 


PROFILE LIVIO DESIMONE 


Top man in a sticky situation 


His company might have been going through a rough patch recently, but the chairman 
of 3M believes the way forward is to focus on product development, writes Nikki Tart 

Livio 


“Desi" 
DeSimone, chairman 
and chief executive of 
3M. is running late. Dozens 
of analysts and instituti onal 
investors are set to descend 
on the company’s vast Min , 
nesota-based headquarters 
for a biennial briefing, and 
there are presentations to 
rehearse. A secretary darts 
In and out. as minders look 
anxiously at their watches. 

Mr DeSimone, though, 
seems unruffled. An affable, 
down-to-earth character — 
known throughout the com- 
pany simply as Desi - he 
plonks himself down in an 
unpretentious office. His 
hands wave vigorously and 
energetic sentences go unfin- 
ished as he contemplates the 
challenge presented by the 
global economic turmoil. 

“How the hell do you ever 
come out of It? I don't 
know," he remarks frankly, 
of the Asian crisis. “You 
look from high enough and 
say, well, the position we 
have in Asia is phenomenal 
and it will serve us really 
well somewhere down the 
road. But year on year, we’re 
going to swallow this very 
large pilL" 


Hie task of keeping mat- 
ters on an even keel seems 
to be Mr DeSimone's lot at 
present For years, manage- 
ment gurus have slavered 

over 3M. But many in Wall 
Street have turned against 
the company, wiping a third 
off its share price in a year. 

The company was bora, 
unpromisingly, out of an 
abortive project to mine 
corundum, as abrasive, min- 
eral, in the early 1900s. But 
in recent years, its ability to 
make extremely healthy 
margins from a huge array 
of basic products - from 
Scotch tape and . scrub 
sponges to tooth- filling mate- 
rials - has won plaudits. 3M. 
which has focused on inno- 
vation and on producing a 
steady stream of new prod- 
ucts. has consistently been 
in the top 10 of Fortune 
magazine's most-admired 
businesses. 

Hie Asian crisis has taken 
some of the sheen from that 
success: the region repre- 
sented about 23 per cent of 
the group’s $15bn annual 
sales and yielded higher 
margins. Growth opportuni- 
ties back home are more lim- 
ited. mainly because 3M 


already has large market 
positions there. 

Moreover, as Mr DeSimone 
puts it. even in the US, con- 
ditions are “not universally 
good”. Many of 3M*s vaunted 
financial targets - such as 
the 8 per cent labour produc- 
tivity improvement year-on- 
year - will be missed in 1998. 
Profits will probably be flat 

So far. the company’s 
response has been limited. 
True, it trill shed about 4,500 
jobs, out of the 75,000 
employed at end-1997, but 
these jobs are only disap- 
pearing over 18 months and 
largely by attrition. 

Last month, 3M also prom- 
ised to rationalise some facil- 
ities and cut out less profit- 
able product lines - for 
example, on the medical 
products side. All this, it 
says, should be sufficient to 
push it back to a 20 per cent 
operating margin by 2001. 

But analysts, who grilled 
executives at the day-long 
Minnesota briefing, are con- 
cerned that global conditions 
may be declining fa<rter than 
3M is responding. "Every- 
one’s sairing he’s on Desi- 
time,” grumbled one pundit 

This is not new territory 


Essential Guide to Desi DeSimone 


Desi DeSimone, 62, carries on a tradition 
within 3M - or Minnesota Mining & 
Manufacturing - of appointing long-term 
insiders to tile posts of chairman and chief 
executive. 

The child of Italian immigrants, he grew up 
In Montreal, and English was actually his 
third language, after Italian and French. 

He emerged from McGill University with a 
degree in chemical engineering and was 
promptly hired by 3M in 1957, aged 21. For 
four years, he worked as a process engineer 
with 3M Canada. 

He then went into management, working 
at plant Jobs, including head of 
manufacturing operations in Brazil. His first 
vice-president's position came in 1975, also 
in Latin America. 

By the time he became chief executive In 
1991, he had direct experience of many 
areas of 3M, from life sciences to industrial 
and consumer products and the 


imaging and electronics business. 

With 3M being a stalwart of the 
Min neap ofe-St Paul business scene, 
DeSimone tinned his talents to dvic 
positions - for example, with the 
Minneapolis Business Partnership, as a 
member of the busmess round table. 

He has also sat on the boards of a 
handful of other local companies, including 
General Mills and Dayton Hudson, the large 
Minneapolis-based department store group. 

He has indicated that 3M's management 
tradition is unlikely to change in the near 
future. 

As to his successor DeSimone has said he 
expects to stay in situ until 2001, but - with 
a dee touch of seff-effacing humour - he 
acknowledges the need to find someone 
"less chronologically challenged”. 

But, he says, well before the handover 
date 3M will have “several people with 
broad enough experience" to vie for the job. 


for Mr DeSimone. When he 
took over the top job at 3M 
in 1991, the company was 
heading for a rocky period. 
Between 1991 and 1993, its 
annual sales growth aver- 
aged only 2 per cent, as US 
recession hit. 

In the early 1990s, a big 
part of his solution was to 
step up product develop- 


The company will 
continue to spend 
about $1bn a year 
on R&D, and may 
even accelerate 
the rate at which 
products are 
brought to market 


ment, cut down lead times 
and eventually introduce the 
“Pacing Phis” programmes. 
These focus expenditure on 
the most significant and 
market-changing product 
possibilities. There are now 
about three dozen such pro- 
grammes. 

Today, the 3M chairman 
remains determined that the 
company will not retreat 
from innovation. (It allows 
technicians to devote 15, per 
cent of their time to any 
research project they want). 
Rather, it will continue to 
spend about $lbn a year on 
R&D. and may even acceler- 
ate the rate at which prod- 
ucts are brought to market 

“That's the engine of 
growth for us.” says Mr 
DeSimone, enth using about 
a range of programmes from 
microflex circuits to new 
CFC-replacement chemicals. 
That has to continue to be 
what drives not only the 
quantity but the quality of 
this company." 

But is it not tempting to 
pare back programmes to 
conserve cash if times get 


tough? “No, I think what we 
want to do is speed them up 
to compensate for the slow- 
ness. But it does raise the 
question, where does [the 
R&D funding) come from? 
Well, it means being efficient 
everywhere else. Realloca- 
tion of resources is not easy 
in this company. But not 
every product line does well. 
Some don’t return their cost 
of capitaL” 

Mr DeSimone is also quick 
to defend the basic shape of 
the group. He leapt on a 
question about the appropri- 
ateness of a conglomerate 
structure In the 1990s envi- 
ronment of “core competen- 
cies” and streamlined asset 
portfolios almost before it 
was asked. 3M, after all, still 
makes 50,000 products. 

“A very large part of what 
this company does has 
sticky stuff on it.” he says. 
“Whether you talk about 
Post-It notes, or office tape, 
or bonding tape for Industry, 
they're clearly sticky. But 
half of our medical health- 
care business is also based 
on something being sticky. 
The knowledge we have 
[allows us] to make those 
[basic products] valuable.” 

“HI just use one example, 
reflective sheeting. Hie fact 
is that it’s sticky. The adver- 
tising brackets that go on 
trucks, they get stuck on. 
And the fact that we have 
that capability makes our 
commercial graphics divi- 
sion a much better business. 

“Now adhesiveness is the 
most traditional property 
you’ll find across the com- 
pany technologically. But 
micro-replication . . . will 
also permeate this company 
in a series of market applica- 
tions - light management, 
reflective sheeting, bright- 
ness enhancement.” In 
short, a conglomerate justi- 
fied by common technology 
threads? “Absolutely,” says 
its chairman. 

Mr DeSimone concedes 
that the consolidation occur- 
ring throughout US industry 
may require 3M to be more 
acquisition-minded 
although he foresees difficul- 
ties. “The Justice Depart- 



ment would not look kindly 
at our buying a tape com- 
pany - and there are many 
areas we are fairly dominant 
in. But it's not a static situa- 
tion . . .There are areas we 
must expand in.” 

Finally, there is the diffi- 
cult question of just how 
hard 3M needs to batten 
down the hatches to ride out 
the current global condi- 


tions. Mr DeSimone feels the 
conditions in Asia will hit 
the company hard this year, 
offset perhaps to a small 
extent by better conditions 
in some European markets. 
(Overall, slightly more than 
half of 3M’s business lies 
outside the US). Thereafter, 
as co n ditions level off. year- 
on-year comparisons will 
look more favourable. 


Current rationalisation 
plans, he stresses, are based 
on the company's best esti- 
mate of how conditions will 
pan out and they should be 
more than sufficient. 

But he adds: “We're not 
saying this is the plan that 
does everything - if there's a 
different model that shows 
up, we will react accord- 
ingly." 



LUCV KELLAWAY 
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Ensnared in corporate cordons 


Office security systems can be an ordeal for the visitor. Perhaps it is time to do away 
with those aggressive guards and to re-introduce some old-fashioned courtesy 


Hw AFfSAlD MU&SGtN 
acPCSKT W/LL NOT DO 
ON THIT OCCASION 

% 


If I shake my handbag there 
is a dull clunking noise. It is 
the sound made by visitors' 
passes bashing against one 
another. If I empty the bag I 
can produce a selection 
going back several months. 

Some are pretty, some 
plain, all have clips to attach 
them to your clothing- 1 
have one with attractive 
pale green swirls from 
British Airways. I have red 
ones, blue ones, white ones. 

The most recent addition 
to the collection comes from 
KPMG and is one of those 
tear-off slips of paper made 
into a personalised badge. It 
has two special code 
numbers on it and says who 
I am. where I work, what 
time I arrived, who I am 
visiting, and so on. 

On the back it tells me 
various things I could have 
worked out for myself, 
'•please obey any 
instructions you may receive 
in the event of an 
emergency," h says. 

Every now and again I put 
my passes in envelopes and 
post them hack to their 


owners, who are so 
punctilious abOUt banding 
them out, but so careless 
about nbriwiing t hgTn back. 
And then I wonder what it Is 
all about 

Going to visit anyone 
these days is becoming an 
increasingly elaborate 
performance. First you have 
to announce yourself, and 
answer a whole raff of 
qnestions. Then you are 
issued with an electronic 
card which wfll allow you to 
pass through the building. 

Or rather, a card that may 
not allow you to pass 
through the building. A 
common sight in reception 
at the Financial Times is 
captains of industry and 
other .assorted guests failing 
to operate the electronic 
gates. They insert then- 
passes into the slot one way. 
Nothing. They try them the 
other way. StLD nothing. 
EventuaDy a security guard 
explains that the card is 
back to front or upside down 
and swipes it correctly. 

In terms of office security, 
ordeals like these, are 


routine. Something worse 
happened to a colleague 
when he went to visit Cisco 
Systems, one of the many 
companies in the old 
NatWest Tower, now 
renamed the International 
Finance Centre. With him 
was a natty little fold-up 
bike. 

The man at the mam 
reception told him be could 
not take his bike in because 
it was a bomb threat 

A second security guard 
said the bike was a 
dangerous object and 
according to health and 
safety regulations it could 
neither come into the offices 
nor could it be left 
unattended in reception. My 
colleague insisted; the 
guards said he was 
trespassing and threatened 
to call the police. 

Eventually a compromise 
was struck. My colleague 
was allowed up to his 
meeting, but only when a 
Cisco employee agreed to 
come down to sit with his 
bike. Much time had been 
wasted, many tempers lost. 


What is all this security 
for? It is particularly telling 
when even the guards 
themselves don’t know the 
purpose of their fancy 
arrangements. Many will tell 
you that they are in case of 
fire - the electronic passes 


The IBM Europe 
headquarters is 
like a fortress 
with a mass of 
electronic gates 


keep track of who is in the 
building, and anyone wbo 
wants to find out can get a 
print-out This seems absurd: 
when a fire is raging 
through the building it is 
surely not the time to start 
faffing about with the 

printer. 

Office security is 
particularly tight at IT 
companies. The IBM Europe 
headquarters is like a 


fortress with a mass of 
electronic gates. 

In many places you cannot 
even go to the loo 
unaccompanied. But even 
these companies may not 
have thought through what 
they are doing - policing the 
four walls of an IT company 
seems a pointless measure 
when the big threat to their 
systems comes to them via 
the internet 

In any case, there is no 
evidence that corporate 
theft/espionage/wbatever 
has declined since 
companies started making 
such a big thing about 
security. All the figures 
show that most of the office 
crimes and most backing 
into computer systems are 
committed by disgruntled 
employees anyway. 

There may be a few 
exceptional businesses 
where security really does 
matter. The Ministry of 
Defence and m<£st defence 
companies demand to see 
your passport and rightly 
keep close tabs on all 
visitors at all times. . 

At the very least It would 
look bad if they were not 
seen to be taking 


security very seriously. 

But for most companies 
the reverse is true: It looks 
bad to take quite so many 
precautions. First 
impressions count; it is hard 
to come across as a 
thoroughly open company If 
you put your visitors 
through the third degree at 
the door and then make 
them feel like helpless fools 
by being unable to work 
their passes. 

It need not be like this. 
The other day 1 went to visit 
the offices of a PR company. 
There was a friendly person 
on reception who asked me 
who 1 was visiting and my 
name. She told me where to 
go, and with no card, no 
signing, no nothing. I was 
allowed to go up in the lift 
all by myself. 

Admittedly this was a 
smallish building, but I do 


not see why larger 
companies need not be more 
relaxed. Step one would be 
to stop outsourcing security 
to underpaid and 
over-aggressive guards and 
bring back receptionists wbo 
recognise you and greet your 
visitors with old-fashioned 
courtesy. 






The FT Mulberry promotion, offer starts Saturday September 12. 


Jusi collect between four and ten tokens in the Financial Times from Saturday September 12 for two weeks and get a Mulberry wallet worth 
£49 for just £19.50. And a considerable saving on other luxury goods. We’ll think you’ll agree, it’s a particularly smart investment. 
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INSIDE TRACK 


TECHNOLOGY ALUMINIUM INDUSTRY 





TIM JACKSON 

ON THE WEB 


Cars drive up demand 


Low cost 
and voter 
friendly 


The search for aluminium sheets to make more efficient autos has 
saved a former East German factory, writes Kenneth Gooding 




There is money to 
be made from using 
the internet for 
shareholder 
communications 


Anyone interested in new 
business models on the 
internet should look at two 
new web sites: 
www. mvestordelwery. com 
and towm.proxyvote.com. 

What you will find is a 
simple but extremely clever 
business: a service that 
allows individual 
shareholders in US 
companies to receive 
company reports and to vote 
at annual meetings over the 
web. 

The commercial rationale 
is cost. At present, every 
time a company report is 
posted to a shareholder, the 
sender pays between $3 and 
$7 far the printed glossy 
document, plus the cost of 
the postage, plus a 
processing fee of about 50 
cents for the processing 
house that handles the 
delivery. Every time a 
shareholder makes a vote, 
the same processing house 
charges 34 cents to handle 
an incoming postal vote. 

A number of companies 
invite shareholders to vote 
by phone, entering a 
personal identification 
number and voting on each 
motion by pressing keys on 
a touch-tone phone. But this 
cuts only part of the cost 

So there is clearly a nice 
opportunity waiting for the 
entrepreneur that can find a 
cheaper method. Of the two 
sites, bivestorDeIivenf.com 
handles the outgoing part, 
allowing shareholders to opt 
for electronic rather than 
paper delivery of reports. 
The other site, 
proxyvote.com, manages the 
incoming votes. 

The systems work simply. 
To opt for electronic 
delivery, you enter an 
enrolment number sent to 
you by your broker on 
behalf of the company you 
hold investments in. To vote, 
you simply enter a control 
code sent to you by e-mail, 
identifying yourself with the 
last four digits of your social 
security number. 

What is startling about the 
two sites, however, is how 
unglitzy they are. Both 
appear to have only a 
handful of pages. There are 
few graphics, and even fewer 
attempts to make the 
process user-friendly. 

Neither site gives the 
name of the company 
operating the service. It 
turns out that there is a 
single organisation behind 
both businesses. ADP 
Investor Communications 
Services. ADP stands for 
Automatic Data Processing, 
a division of a group of the 
same name that dominates 
the market for processing 
shareholder commun- 
ications. 


Rick Mehner. ADP’s 
vice-president for application 
development and responsible 
for rolling oat these sites, 
says ADP deals with almost 
all the banks and brokerages 
that bold shares in nominee 
names on behalf of 
individual shareholders. 

Mr Mehner believes ADP 
does not have any 
competitors, large or small, 
offering such web-based 
services. However, he says 
Dean Witter and a few 
smaller banks and brokers 
handle the process in-bo use 
of forwarding 
communications between 
companies and their final 
stockholders, on a 
conventional basis. 

ADP’s charges for internet 
delivery are high but simple. 
For each communication 
that goes out to shareholders 
by e-mail 50 cents. For each 
incoming shareholder vote 
received at the 
proxyvote.com web site, 
three cents. Three cents 
offers a significant saving on 
telephone or postal voting. 
But it is higher than the 
actual cost of processing. 

This seems to open up an 
exciting opportunity for an 
internet start-up to persuade 
high-tech companies to use 
an alternative channel for 
internet voting and 
shareholder communication, 
at much lower cost than 
ADP can offer. 

ADPs experiment has 
produced promising results. 
In the current voting season, 
the company has handled 
some 650,000 individual votes 
over the web. and has signed 
up some 230.000 shareholders 
for internet delivery. It has 
also persuaded companies to 
send out mailings to 
shareholders before the 
annual report, encouraging 
them to switch from paper to 
internet. 

Cisco Systems, Intel. 
Gateway, Quantum and 
America Online have all 
signed up. while Dell has 
also subscribed to the 
service for dealings with 
individual investors whose 
names are on the 
stockholder register rather 
than hidden behind brokers’ 
nominee accounts. 

It would not be hard to 
construct a friendly, 
informative investors site to 
compete with ADPs - and to 
bring in revenue by selling 
advertising aimed at high 
net worth, individuals. 

Mr Mehner admits a 
competitor Is passible, but 
warns there are logistical 
issues - not least, managing 
integration of data when 
votes from shareholders who 
hold accounts with a single 
brokerage can come from 
two sources: the ADP 
process, and a separate 
start-up. 

These problems are 
unlikely to be insuperable. 
Here, if ever, is a business 
opportunity to be grabbed. 
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MEM Only the faith of 
EriMsome executives at 
arms Alcan Deutschland in 
the future of “all alumin- 
ium" cars saved the Nachter- 
stedt plant in what was once 
East Germany. 

The drive from Berlin to 
tbe plant shows what might 
have been because you pass 
several empty, decaying fac- 
tories. a stark reminder that 
much of eastern European 
industry' was uncompetitive 
when exposed to the rigours 
of a market economy. 

Although Nachterstedt, 
built in 1968. is relatively 
modern by east European 
standards, it too was threat- 
ened with extinction. It had 
been making standard alu- 
minium products, mainly for 
the east European packaging 
industry, and this business 
collapsed. 

The Treuhandanstalt, the 
privatisation organisation, 
was having difficulty finding 
a potential buyer in 1994 
when Rheinhold Wagner, 
then chief executive of Alcan 
Deutschland, thought of con- 
verting Nachterstedt to sup- 
ply the automotive industry 
with al uminium sheet. 

Alcan is part of the Cana- 
dian group that is the • 
world’s second biggest alu- 
minium producer and 
already Involved in develop- 
ing “aluminium intensive’' 
vehicles. These use alumin- 
ium sheet for body panels, 
doors and so on. Alcan and 
its partner, VAW of Ger- 
many. had recently com- 
pleted a DMlbn ($500m) 
expansion of the Norf plant 
taking the German facility’s 


annual capacity from (50.000 
tonnes to 1.4rn and making it 

tbe world's biggest alumin- 
ium rolling min Mr Wagner 
suggested a substantial part 
of Xfechterstedt's capacity 
could be converted to pro- 
cess some of Norf s output 

At present European car- 

makers use about 22,000 
tonnes a year of aluminium 
sheet, but Alcan Deutsch- 
land expects this to increase 
to 70.000 by 2002 and to 
150,000 tonnes by 2005. 

If the European car indus- 
try. which wants to reduce 
the weight of vehicles to 
improve fuel economy and 
cot pollution, begins to build 
many more “al uminium 
intensive’ - cars, demand for 
sheet will rise. From what it 
knows about future pro- 
grammes, Al can Deutsch- 
land calculates that in 10 
years, if all the plans on all 
the drawing boards came to 
fruition, nearly 1m "all alu- 
minium” cars a year would 
be produced in Europe com- 
pared with about 20,000 now. 

Alcan hoped to encourage 
more carmakers to take the 
“all al uminium" route by 
converting Nachterstedt so 
they need have no concerns 
about the availability of suit- 
able aluminium sheet. 

The group paid about 
DM50m for Nachterstedt and 
since 1994 another DM27lm 
to upgrade and expand the 
plant State and federal sub- 
sidies covered DM120m. 

Much of the money has 
been spent on a near line, 280 
metres long, able to roU 20 
tonnes of aluminium in one 
operation - nearly double 


the previous maximum of 12 
tonnes. This has helped to 
take Nachterstedt’s annual 
capacity to 250,000 tonnes. 
Last year it produced 103,000 
tonnes, up from 84,000 in 
1996. Output should rise to 
135,600 tonnes this year. 

Overall, insists Hans- 
Georg Ehllch, vice-president 
automotive at Alcan Europe, 
aluminium supply is no 
problem. If. as expected, tbe 
amount of the metal per new 


Alcan hoped 
to encourage 
more carmakers 
to take the ‘all 
aluminium’ route 


European car rises from 
today* 65kg to 250kg in 10 
years, it would require 
another 2.6m tonnes of alu- 
minium. only a 22 per cent 
increase on the total of 7.4m 
tonnes used for all purposes 
- not only automotive - in 
Europe today. “The alumin- 
ium industry could easily 
keep pace during the time 
required by the automakers 
to develop and launch new* 
models,” he suggests. 

Meanwhile, Hans Pel tner. 
business unit director of 
Nachterstedt, says the inte- 
gration with the rest of 
Alcan’s European operations 
has been relatively smooth. 
“East Germany was not a 
third world country. The 
people are intelligent and 


well-trained. In the west we 
would take builders, plaster- 
ers and other tradesmen and 
retrain them to operate 
rolling mills. In East Ger- 
many people were trained 
for this particular job. They 
know all the equipment and 
how to operate it.” 

Nor were employees 
strangers to modern man- 
agement methods. But this 
was a problem. “Unfortu- 
nately, some of these had 
been tried and failed, proba- 
bly because of the political 
system which involved many 
people being given senior 
posts because of their place 
in the [Communist] party, 
not because of their abilities. 

"We introduced a continu- 
ous improvement pro- 
gramme and to start with 
people were wary. They said 
it had already been tried and 
didn’t work.” 

Unlike some companies 
that have taken over former 
east European industrial 
operations. Alcan Deutsch- 
land did not have to start 
with a big redundancy pro- 
gramme. The Treuhandan- 
stalt had cut the workforce 
from 1,500 to 35b before sell- 
ing Nachterstedt. Employ- 
ment has since risen to 444. 

Nachterstedt employees 
must be involved in any 
changes, says Mr Peltner - 
and changes have been sub- 
stantial. “We have been 
transforming shop floor 
ideas into action and that 
way they can see they are 
involved and contributing.” 

Even so, ho says admir- 
ingly. “I don’t know how 
they accepted so much 
change in such a short time 
without some kind of collec- 
tive nervous breakdown.” 
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AUTOMOTIVE APPLICATIONS 


Tanks with potential 


BUSINESS EDUCATION 


With car emission regulations in Europe due to be tightened, a 
lucrative market could open up for aluminium fuel tanks 


timjackson i^pobox. com 


■KM Fritz ROsch believes 
RKJj he has found a way 
■Mi to open up another 
potentially big market for 
aluminium - using tbe light 
weight metal to make car 
fuel tanks, unites Kenneth 
Gooding. 

The automotive industry 
has been turning more and 
more to aluminium as it 
drives down the weight of 
vehicles to Increase fuel 
economy and cut pollution. 

Manufacturers have been 
using plastic fuel tanks for 
most cars and steel tanks for 
some up-market models. 

Modern tanks have com- 
plex shapes because they 
have to fit snugly under the 
car’s floor and In a sale place 
in front of the rear wheels. 
Plastic is easily moulded, is 
light, and so became the 
industry’s main choice. 


Mr ROsch - technical 
adviser to the vice-president, 
automotive, of Alcan Europe 
looked for ways to mould 
aluminium so that it could 
meet the complexity of 
design needed for car fuel 
tanks. 

His solution was to braze 
two aluminium alloy sheets 
together, place them in a 
mould and then inject oil 
heated to temperatures 
between 150°C and 250°C 
between the plates. ( 

The hot oil softens the alu- 
minium so that It can be 
forced into the required 
shape. 

Alcan Deutschland has 
patented the process in Ger- 
many which, says Mr Rbsch, 
effectively gives the group 
global protection because no 
company could sell a car in 
Germany, one of the biggest 


car markets, using the tech- 
nology without a licence. 

He points out that the 
potential for the aluminium 
industry is mouth watering. 
An 80-litre fuel tank using 
aluminium sheet imm thick 
would need 6.5kg of the 
metal which would amount 
to 100,000 tonnes of alumin- 
ium in Europe alone. A simi- 
lar sized tank with metal 
1.5mm thick would require 
9.5kg or 150.000 tonnes of the 
metal. 

He suggests there is a 
good reason why car makers 
should switch from alumin- 
ium from plastic. The Euro- 
pean Union Is insisting that 
by 2000 the “evaporative 
emission” limits for cars will 
be dramatically tightened. 

At present the fuel tank is 
permitted to release 20 
grams of hydrocarbons into 


the atmosphere every 24 
hours in a test that simu- 
lates ordinary driving. In 
2000 the emission limit wfi] 
be reduced to only two 
grams ancT that figure is for 
the whole car, not just tbe 
fuel tank. 

Mr ROsch suggests that as 
a result of this reduction 
thicker plastic will have to 
be used to cut the tanks' per- 
meability, bringing the cost 
of a plastic tank up to that of 
an al uminium one. 

The aluminium tank, how- 
ever. would be impermeable. 
The cost of tooling to make 
the aluminium tanks would 
also be low - a material as 
simple as concrete could be 
used for the moulds. 

But. given the time it 
takes for the car makers to 1 
translate new concepts Into | 
road-going components. Mr 
ROsch does not expect any 
significant impact for the 
aluminium industry for at 
least five years. 
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Services 
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Nowin its third successful 

|| & ' year, London Guildhall 

fpSa:®*' • University's Masters in Financial 

' | ^ Services Regulation aims to 

provide advanced professional 
training, akin to that found on MBA 

;/ courses, far those involved with 

compliance and regulation. 

Practical and intellectually broadening, 
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Institute for Advanced Legal Studies of the University of 
London, and the industry and fulfils the exam requirements of the Compliance Institute. 
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Schools find strength 
in smaller numbers 
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Gwen Robinson on a merger aimed at 
reversing the decline in quality that has 
followed the management teaching boom 


» Business schools, like 
any other enterprise, 
can be in danger of 

saturating their own market 
during a boom. 


merger elsewhere in the 
world; in the US, universi- 
ties are sharing facilities for 
teaching, but they have sep- 
arate campuses. Joint owner- 
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In Australia, a country of ship of a faculty is a first" 
19m people, “MBA The merger does not neo- 
ania" took off relatively essarily guarantee success, 
owly in the late lanos. but he says. “But it will help 
lis year there were 37 both of us offer more innova- 
:hools offering MBA tive programmes.” 
lurses. The move has already 

The growing number of drawn inquiries from other 
iw courses and the dubious universities In Australia and 


just 19m people. “MBA 
mania" took off relatively 
slowly in the late l9TOs, but 
this year there were 37 
schools offering MBA 
courses. 

The growing number of 
new courses and the dubious 
standards of some of them 
have prompted calls for 
industry rationalisation. 

From January, however, 
there will be one less institu- 
tion in the top ranks, follow- 
ing a bold move by the coun- 
try's two leading business 
schools. In June the Austra- 
lian Graduate School of Man- 
agement, an arm of the Uni- 
versity of New South Wales 
in Sydney's eastern suburbs, 
and the Graduate School of 
Business at Sydney Univer- 
sity announced they would 
merge their operations into a 
joint faculty. 

The move will create Aus- 
tralia’s biggest dedicated 
management school and the 
first, in terms of size and 
resources, to compete with 
US and European counter- 
parts. AGSM, with about 120 
full-time and 1.500 part-time 
students, is Australia's big- 
gest business school- Sydney 


number. Combining 
resources has enabled the 
schools to Invest more in 
facilities. One such facility, 
to be opened this month, will 
be Australia's first securities 
trading and research labora- 
tory capable of simulating 
financial market trading 
conditions. “That would 
have been almost impossible 
for a small school to do," 
says Mr Dodd. 

The project, called STAR- 
Lab. was designed by Aus- 
tralian academic John 
O’Brien, who developed one 
of the first market simula- 
tion-systems in the US and 


overseas about merger possi- joined AGSM from Carnegie 
bflities, including requests to Mellon University in the US. 


enter the AGSM merger. 
"But even merging two uni- 
versities is hard enough - 
the world's top 25 business 
schools average between 250 
and 500 full-time enrolments, 
and our ambition is to be 


The lab's computer systems 
download real time data 
from the stock and futures 
exchanges, enabling stu- 
dents to trade in a realistic 
environment. The lab will be 
particularly relevant next 


‘In the US ( universities are sharing 
facilities for teaching, but they have 
separate campuses. Joint ownership 
of a faculty is a first 1 


among their peers," Mr Dodd 
says. 

The merger is expected to 
generate annual revenues of 
A$30m (£11.2m) for the 
school. Enrolments are 
expected to grow to more 
than 300 full-time and 2,000 


University has about half part-time MBA students. 
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the numbers. 

Hie two will merge under 
AGSM's name and offer joint 
degrees. All full-time MBA 
students will study at the 
AGSM's existing facilities, 
while part-time students will 
be taught at Sydney Univer- 
sity’s campus. The two 
schools are also combining 
resources to build an execu- 
tive residential facility for 
overseas students. 

"We realised that size does 
matter," says Peter Dodd, 
AGSM's dean and director 
and the driving force behind 
the merger. “We have not 
found a precedent for this 


with about 50 PhD students. 
AGSM also runs correspon- 
dence courses in Australia’s 
six capital cities. 

But one of the biggest 
growth areas is the school’s 
customised, executive 
courses, mainly aimed at the 
corporate market “Demand 
Is strong, but' designing a 
course for a particular com- 
pany is difficult and 
time-consuming," Mr Dodd 
Bays. So far this year, more 
than 4,000 executives have 
passed through AGSM on 
special courses which range 
from a day to four weeks - 
almost double last year’s 


year, when the Sydney 
Futures Exchange abolishes 
its open-outcry system of 
floor trading and switches to 
a fully computerised system. 

Size will also help the 
newly merged school in a 
fiast-growing area of student 
recruitment' the Asia-Pacific 
region. With Asian, interest 
in western educational quali- 
fications rising. Australian 
schools have a powerful 
advantage over US and 
European counterparts in 
their geographic location 
and competitiveness. The 
Australian dollar’s falls this 
year to record lows of about 
55 US cents has further 
enhanced their appeal "We 
don’t compare ourselves to 
Wharton or Stanford and the 
like, but on the next level 
down, we are very, very 
competitive." Mr Dodd says. 

Already, nearly 50 per cent 
of AGSM's full-time MBA 


students are from overseas, 
mostly Asia. The school is 
planning to run courses in 
south-east Asian countries, 
including Indonesia, Singa- 
pore, Malaysia and India. 
The first was to have begun 
in Indonesia this year, but 
was postponed because of 
political upheaval, and is 
likely to proceed next year, 
Mr Dodd says. 

With charges of about 
A935.000 for a full-time MBA 
over 18 or 21 months. AGSM 
is a wirin g' the most expensive 
business schools in Austra- 
lia. In US dollar terms, how- 
ever, the cost is less than 
$19,000 - compared with dou- 
ble or even treble the 
amount at large overseas 
business schools. 

Mr Dodd, 48, is undoubt- 
edly the most high-profile 
dean of any Australian busi- 
ness school. Having begun 
professional life as a lecturer 
in finanra at Australian uni- 
versities be moved to the US 
where he held positions at 
the universities of Rochester 
and Chicago. He joined 
AGSM in the early 1960s as 
professor of finance then left 
to enter investment hanking 
eventually becoming execu- 
tive director of SBC Warburg 
Australia Corporate finance 
in 1995. He returned to 
AGSM as dean and director. 

Mr Dodd admits his 
merger Ideas created more 
than a few ripples in the 
upper echelons of two of 
Australia's top universities. 
“The merger was suggested 
a few years ago. but the two 
universities were such 
ardent competitors, many in 
the upper echelons couldn't 
come to terms with the 
notion they might collabo- 
rate rather than compete - 
well, we took the idea and 
made it work." 

The newly merged school 
will continue the recent 
trend at AGSM under Mr 
Dodd's management towards 
greater involvement of the 
Australian business commu- 
nity. its course, structure 
will also reflect a few of Mr 
Dodd’s own, more unortho- 
dox ideas. The school's 
board will be chaired by 


*u*n«ci* 


tOUC&TiON * 


. -,T-n -rr -- r 



JOHN RIDDING 

FILE FROM HONG KONG 


- . . - - JS\V. 

ftkil l i ; " ' 


Assault on free speech 
is no storm in a teacup 
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Triad gangsters have emerged as the biggest threat to 
freedom of expression and the rule of law 
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Shortly after stepping out of 
his Jaguar one morning last 
month, Albert Cheng, the 
outspoken host of one of 
Hong Kong’s most popular 
radio talk shows, was 
attacked by assailants 
wielding meat cleavers. Hie 
presenter of Teacup m a 
Storm is now recovering, 
although it is not clear 
whether he has suffered any 
permanent injuries. 

Across the border in 
Guangdong province, 
Cheung Tsz-keung is 
awaiting prosecution. 
Captured a few months ago, 
the alleged triad kingpin is 
accused of a reign of terror 
in Hong Kong and the 
surrounding region. Armed 
robbery and the kidnapping 
of tycoons feature 
prominently on the charge 
sheet 

The two cases have little 
in common, apart from the 
fact that both have been 
splashed across the 
territory’s newspapers. But 
they have thrown light on 
Hong Kong’s underworld, 
and have left thorny 
questions about sensitive 
issues ranging from freedom 
of expression to the rule of 
law. 

“Generally Hong Kong 
does not have much trouble 
with law and order” says 
Law Yuk-fai, director of 
Hong Kong Human Rights 
Monitor. "But when it comes 
to organised crime we still 
have a serious problem." 

Mr Cheng's attackers have 
not been identified, but the 
incident bore the hallmarks 
of organised criminals. "It 
seems these people were 
experienced," says Mr Law. 
“They did Just enough to 
badly injure and intimidate 
him, but not to kill." After • 
slashing Mr Cheng’s arms, 
legs and chest, they made off 
in a waiting car. 

Apart from their wounded 
target, the attackers also left 
behind serious concerns as 


to their motive. “Cheng's 
major job is as a 
commentator, so 1 have 
reason to suspect that this 
case is related to his job," 
says James To, a legislator 
from the Democratic party. 

“If that is so, this constitutes 
a challenge to freedom of 
expression as well as to the 
rule of law," declared the 
South China Morning Post 
in an editorial. 

Freedom of expression is a 
sensitive issue in 
post-colonial Hong Kong. 
Fears that last year’s return 
to Chinese sovereignty 
would lead to a muted j 

rapftin , as on the mainland, 
have so far proved largely < 
unfounded. But the assault ! 
on such a high-profile 
commentator has rattled the . 
territory. “Until we know 
whether the motive was 
related to his role as a . 
commentator, no journalist 
or their EamOy wfll feel able 

to relax,” says the editor 
of one Chinese-language 
daily. 

The assault fits into a 
grisly pattern. In May 1996, 
the editor of Surprise 
Weekly had his arm chopped 
off, Jimmy Lai. founder and 
owner of the mass market 
Apple Daily, has been a 
victim of assaults and has 
had Molotov cocktails lobbed 
into his home. 

As with attacks on media 
celebrities, the kidnapping of 
tycoons has, become 
something of a dark 
tradition in Hong Kong, hi 
199Q, Teddy Wang, one of the 
territory's richest property 
tycoons, vanished despite 
the payment of a hefty 
ransom. Several other 
businessmen have been 
kidnapped, and many 
ransoms have been paid in 
! the years after these 
incidents. 

So there is some 
encouragement to be drawn 
from recent arrests, and the 
capture of Cheung 


Tsz-keung, aka Big Boss, 
abas Big Spender. Among 
his alleged exploits are the 
abductions of two of the 
territory's top tycoons, 
Walter Kwok, chairman of 
Sun Hung Kai, the property 
developer, and Victor Li, 
elder son of LI Ka-shing. 
Hong Kong's most 
prominent businessman. 
Unlike Teddy Wang, both 
remain in business following 
ransom payments. 

Yip Kai-foon, one of 
Cheung's associates, is 
similarly incarcerated. His 
gang detonated bombs 

‘As with attacks 
on media 
celebrities, the 
kidnapping of 
tycoons has 
become a dark 
tradition 
in Hong Kong 1 


outside Yip's Stanley prison 
as an apparent prelude to a 
daring plan to kidnap Anson 
Chan. Hong Kong's chief 
secretary. 

Such schemes read like 
audacious plots from Hong 
Kong gangster films, but 
they prompt very real 
concerns, despite the recent 
arrests. Most obvious is the 
continued threat to law and 
order from the region's triad 
gangs. This threat has 
become more serious given 
the increased integration of 
Hong Kong, southern China 
and Macao, the Portuguese 
enclave that has witnessed 
an explosion of gang 
violence in the past few 
years. 

With the political ami 
economic Integration of the 


mainland and these 
southern regions, criminal 
ties have strengthened. Mr 
Cheung appears to have 
moved easily between Hong 
Kong and Guangdong. 

taking much of the reported 
TTKy.fihn kidnap pin g 
ransom money with him. 

Wan Kuk-kvd, aka 
“Broken Tooth", Macao’s 
crime lord, now detained in 
the Portuguese enclave, 
boasted of having an army of 

several thnnrand rn Zhnlini. 

The 14K. one of the biggest 
triad gangs, is deeply rooted 
across the Pearl River region 
of southern fjhnm. 

The threat of these 
networks is not lost on the 
authorities as they battle 
against corruption and 
struggle to develop a rule of 
law. As a sign of its concern, 
Beijing dispatched the 

rice-minister of public 

security to Guangdong to 
help mastermind Mr 
Cheung's arrest. 

Cross-border co-operation 

between Hong Kong and 

tThina ha, been increased, 
partly to fight the triads. 

Mainland officials have j 

been seeking to maximise ; 

the propaganda from their 
capture of the Big Bees, 
presenting his fate as a 
cautionary tale. In a highly 
unusual broadcast, a 
contrite Cheung appeared on 
television in Guanpkmg. 

“You take the credit, I have 
lost,” the gang leader told 
the regional police. Other 
scenes showed satisfied 
officials explaining their 
capture of Hong Kong’s most 
wanted man. But 
. complacency would be 
misplaced. 

There are many more 
I Cheungs seeking to make 
names for themselves, and 
the economic downturn 
provides fertile ground for 
their exploits, 
leaders are still on their 
guard against kidnappers, 
and the territory is on edge 
about Mr Cheng's assault 
Neither of these concerns Is 
a storm in a teacup. 




NEWS FROM CAMPUS 


Australian Graduate School of Management deal Peter Dodd: *We 
realised that size does matter' 


David Hoare, a member of 
the Sydney University sen- 
ate and the chair man of Tel- 
stra, the Australian telecom- 
munications group. 

The business community 
is also playing a bigger role 
in the school's direction, 
with more than 40 execu- 
tives from big companies 
participating in an advisory 
council and assisting the 
school's placement pro- 
gramme. Mr Dodd has pro- 
moted the school as an exec- 
utive recruitment ground. 
“Now, 35 to 40 companies are 
coming every year to look at 
our graduating students; a 
lot of them are investment 
banks." 

Mr Dodd's emphasis on 
“real" world business is 
aimed at achieving a "bal- 
ance between rigour and rel- 
evance", he says. "How yon 
get that balance is the chal- 
lenge. Part of the strategy is 
to bring executives in from 
outside.” This year, AGSM 
introduced an “executive in 
residence" programme. 

Another innovative 
scheme has been to invite 
companies to present real 
tasks or problems to stu- 
dents. 

“Companies came to us 
with real problems. We’d put 


together a team involving 
students, academics and rep- 
resentatives of the company. 
The company would pay out- 
of-pocket costs, but no other 
charges. In return, they'd get 
a highly motivated group of 
bright people." 

The most unusual pro- 
gramme at AGSM, however, 
reflects Mr Dodd's strong 
interest in what he calls the 
“third sector", or non-profit 
organisations. Mr Dodd him- 
self is chairman of the Autis- 
tic Association of New South 
Wales and believes all his 
students should have experi- 
ence working with commu- 
nity groups. 

From this year, it will be 
compulsory for the school's 
MBA students to spend a 
minimum amount of time . 
working with community 
groups in teams, helping 
them form business plans or 
deal with management 
issues. In addition, Mr Dodd 
has introduced a scholarship 
programme for* non-profit 
organisations. “MBA gradu- 
ates are going to be the man- 
agers of the future, so it's 
Important they are aware of 
the issues that are relevant 
to society - they can get 
very self-centred in an MBA 
programme, 1 ' he says. 


Said school 
submits detailed 
building plans 

The Said Business School in 
Oxford has submitted a 
detailed planning application 
for the construction of its 
new building opposite 
Oxford railway station. The 
school is housed in 
converted accommodation in 
the city’s hospital, the 
RadcTrffe Infirmary. 

Saudi entrepreneur Wafic 

Said has donated £20m to 
cover the cast of the new 
building and the university 
has committed to raise an 
equivalent amount to finance 
academic posts and other 
needs. More than £12m of 
that has already been raised. 

The university expects the 
new site to be open in 2000. 
The school plans to increase 
the number of MBA students 
to 200 by 2001. 

The architects are Jeremy 
Dixon and Edward Jones, 
who were also Involved in 
the ill-fated attempt by the 
university to build a business 
school on university playing 
fields In 1996. ThB scheme 
was thrown out after a revolt 
by academics. | 

Said Business School: UK, 
(0)1865 288650 

Entrepreneurial 

education 

The concept of developing 
entrepreneurial skills for use 
within big companies is 
fashionable. Babson College 
in Massachusetts is backing 
the idea with a course aimed 
at teaching executives to 
think like entrepreneurs. 

The Babson Programme 
on Corporate 
EntrepreneursNp, run by 
Babson's school of 
executive education, will 
begin with a three-day 
session in November. A 
further three-day session will 
take place in March. 

The programme clarifies 
the difference between a 
good manager and a 
successful entrepreneur and 


helps executives determine 
when a great idea is also a 
great opportunity. 

Babson: www.babson.edu 

Recruiters look 
further afield 

Recruiters for MBA “ 

graduates have been 
combing more schools than 
in previous years, according, 
to the latest Recruiter 
Research survey from the 
MBA Career Guide, in 
London. 

Increased recruiter 
demand has meant that the - 
biggest schools have been 
unable to fulfil demand and 
recruiters have had to turn 
to smaller schools. 

MBA Career Guide: 
www.career-gtMe.com 

Wisdom of Batts 
for Chicago 

This year MBA students at 
Chicago will study corporate 
governance issues under a 
man who knows ail about 
the topic: Warren Batts, 
former chief executive of 
Tupperware. Mr Batts is on 
the board of Sears Roebuck, 
Allstate Insurance and 
Sprint. 

The course wBJ cover 
topics such as the board's 
responsibility in the case of 
a hostile takeover and 
shareholder activism. 


miw-gsb. uchicago. edu 

Chambers get 
own course 

I Senior managers from 
Europe's chambers of 
commerce are getting their 
own series of courses. 

Eurochambres, in 
Brussels, is organising its 
first week-long course in 
Westerham. Germany, this 
week. The organisers believe 
the participants will make 
useful contacts as well as 
learning effective 
management techniques. 
Eurochambres: Belgium, 2 
282 08 50 


Information for News from Campos should be sent to Delta Bradshaw, 

The Financial Times, One Soulhwaik Bridge, London SE1 9HL 
Tel. 44 171 873 4673 Fax 44 171 873 3950 


Come to think of it - 

Diverse agro-climatic zones producing everything 
from cereals to sugarcane.. .cotton to cucflowers, 
tailor-made to tout specific requirements. 

Waiting for you to reap the benefits from your investment 

0 

Professionally mined and skilled manpower 
working for you at almost half your present costs. 

0 

Mindblowing potential with higher returns • 
and lower production costs. 

a 

Electricity, water and other infrastructure resources 
available in abundance. 

^ 0 

A dynamic Government welcoming you at all times 
with its open door policy. 

0 

And most of all, over a millioo 
farmers aod potential customers 
meeting you in person with a 
strong business interest ! 

And millions of them waiting 
for you in their backyards. 

• 

So make hay while the sun shines; . 
and where the sun shines. 


-apthegoluen, 
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Ad Ioternflwwal Convention focoaingan 
kmdtmcnt opportunities m 
the agro-food scam; 

Venue: Hotel Oberoi, Mumbai 
Dare: 5-9 Nov *93 

* Agio-Inputs * Pow Harvest Infostructure 
• Agro- Processing • Food PnxrcssuTg 
• Boricu] tuir ■ Bio-Tcchnokgy 
• Dairy, Poultry & Fisheries 
• Meat & Meat Products 
■ Agro- Based Industrie* 


TECH 


[ADWurmEj 

IKAHA RASHW 

INDIA 

6-9 November ’98 

ra-jMjt/wratefBJBa* mu* : Ayto-Adctfinge InfnCeatn, MAI DC 
JT 1 Root, Ri^rn H<e, PrAbodevi Murata - 
HH India id : 01.22-1.12708/^ 422«la : OI-2M3H7IWH e-rnd . 

MB icq CIS ; I SlaTOM Viaii oar shear: http://ww«agiDadk,go*uii 

BKi^J J TflT Wi EBBEj rrT i rTirp ^pi 


All || Mwwa n mwl - 

a Bhaw-^windaw for display of the blest 
icdmotogfc products, etjuljjnucar said 
MTviocfi in the agro-food sectoc. 

Venue NSE Grounds, Goregcun (East), 
Mumbai 

Date 6-9 Nov *98 

If you air associated widi anr of these anas, 
bind: 6-0 Nuv’98 in 
yc«r appointment dbuy : 

■ Agricultural Equipment & Iroplcmcots 
■ Micro- Irrigation 
•Agro-Chemicals 

• Seeds, Fertilisers, Pesticides 

• ft»t Harvest Technologies 

• Green House Technology 

• Fresh Fruits & Vegetables 

• Fioricukuic 
• Bio-Technology 

• Animal Husbandry 

• Veterinary Products 

- Hatcheries & Poultry fonns 
• Aqua Faim Equipment 
- Agio-Based Industries 

• Rod St Beverage Technology 

■ DisriHay & Brewery Technology 
■ Milk Processing & Dairy Technology 
• Confectionery & Bakery Technology 

• F Sc B Packaging : Equipment & Materials 

* Sugar Technology 
• Edible Oil Processing Technology 

• F & B Products, Additives Si Ingredients 

• Refrigeration & Cold Stonge 

• Slaughter House Technology 

* Fish Processing Technology Ac Fishing 

• Water Purification & Effluent Treatment 

Eahibg tout tedmoiegy and meet formas 
Ac government ofGczds 
under one roof at this forum. 

TOtnr the Road Show to your vicinity eooa 


uarWtasabnBrtaawsB-ia 


s 
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Budapest to 
clamp down on 
‘hyena’ cabbies 


The end is nigh for 
Budapest’s rogue taxi 
drivers, writes Kester Eddy. 
With their headline-grabbing 
£50 fares for a £3 cab ride, 
the hyenas - as they are 
known In the vernacular - 
have helped give Budapest 
the kind of wild east profile 
It could do without 
So the city authorities 
have introduced strict 
maximum rates of R250 
(7 Op) per kilometre (Ft2B0 
per kilometre at night) - with 
draconian penalties for 
overcharging. Cabbies will 
have their licence 
suspended for between 
three months and five years, 
.depending on the offence. 

. Some in the trade have 
still to be convinced, 
however. Fotaxts 
(pronounced furtaxi) is one 
of the reputable companies 
. which charges nearly half 
' the new permissible 
maximum. "Hyenas don't 
change their spots that 
easily," said a Ffitaxis driver. 
“Only time will telllf it 
works." 



Pen-pushers’ city 
gets new signature 


Improvements in road, rail and air links 
have given this elegant Ruhr city a more 
upwardly mobile profile, says Roger Bray 


Cape Town lures 
Virgin and BA 


Those bitter rivals Virgin 
( Atlantic and British Airways 
will be sparring again next 
week, this time over the 
right to operate an extra, 
non-stop service to Cape 
Town. Following recent talks 
' between the UK and South 
‘ African governments, one 
additional round trip a week 
■ is up for grabs. BA flies 
non-stop Jive times a week, 

1 while Virgin flies to 
Johannesburg and offers 
, connections to Cape Town 
a . with its local code-share 
partner. Sun Air. The issue 
will be thrashed out at a 
. public hearing called by the 
Civil Aviation Authority. 


property is next to the 
railway station and about 30 
minutes from the airport It 
promises meeting rooms, 
restaurants serving 
Japanese and Chinese food 
and a top-floor bar lounge 
with views of the city. 


Love Air heads 
for N France 


Japan Sheraton 


Stansted-based Love Air 
launches scheduled flights 
next Monday between the 
UK and northern France 
under a franchise agreement 
with Regional Airlines of 
Nantes. It will operate twice 
a day, Monday to Friday, to 
Caen from Southampton and 
Rouen from Birmingham, 
and to Le Havre from both 
airports. Flights will connect 
with the French carrier’s 
extensive network, which 
links 20 French cities and IB 
European capitals. 


Corporate Ski Company has 
launched its first brochure 
aimed at persuading firms to 
hold meetings in the 
mountains, it says there are 
several European locations - 
such as Evian in France and 
Interlaken In Switzerland - 
which offer convenient 
transport connections and 
top-class conference 
facilities less than an hour 
from the slopes. The firm will 
also organise company 


hospitality and incentive 
hospitality events and trips 
in places such as Lapland. 
, where it offers snowmobile 
safaris and husky driving. 


Ritz-Carlton to 
open in Dubai 


With a spectacular wooden 
“Moorish-Renaissance style 
ceiling in its lobby, a 1,000f 
landscaped beach and a 


Likely weather In the leafing business centres 


“swim-up bar” reached 
through an artificial waterfall, 
Dubai’s new Ritz-Carlton 
hotel will open for business- 
on September 24. The 
138-room property is on 
Jumeirah Beach, close to 
the Emirates Gotf Club. It is 
35km from the airport and 
25km from the business and 
financial districts. The hotel 
will offer an introductory rate 
for a standard room, with a 
sea view, of $225 (£135). 
plus an eye-popping 26 per 
cent tax. 


EasyJet Madrid 


Hong Kong 


The Sheraton chain will open 
. a 398-room hotel on 
Yokohama Bay in Japan this 
month. The 23-storey 


Meetings in a 
cold climate 


Low-cost UK carrier EasyJet 
launches scheduled services 
between London's Luton 
airport and Madrid on 
Thursday. Regular fares are 
expected to start at £49 one 
way, including tax, or £108 
return. Next week the airline 
will start flying to Belfast It 
also aims to be operating to 
Zurich for the ski season 
and to Malaga, in southern 
Spain, from earty next year. 


The London-based 


Roger Bray 


DflsseMorfs profile is 
changing. IL was once 
fc " 3 known as der Schreib- 
ttsch des Ruhrgebiezs - the 

Ruhr’s desk - because the 
region’s heavy industries 
based their pen-pushers 
there. To some extent it still 
plays that role, although 
local business people hate 
the nickname. 

The KSnigsallee, with its 
greenery and fountains, 
designer shops and office 
complexes, always gave it an 
elegant heart But its beat is 
now more strongly that of 
the communications busi- 
ness than of steel and 
mining. 

One element in the change 
was the recent opening of a 
road tunnel beneath the 
eastern bank of the Rhine. 
This has allowed the Alts- 
tadt, a busy pedestrianised 
area with so many pubs it 
has been called the world's 
longest bar, to be extended 
to the riverside, where 
traffic has given way to 
walkways and cafes. 

Another element is the 
phoenix-Uke rise of Dtissel- 
dorfs main airport. The 
city’s airport management 
took advantage of a devas- 
tating fire in 1996 to plan a 
new. extended terminal com- 
plex, scheduled for comple- 
tion in 2003. The airport is 
the first In Germany to be 
partially privatised. Last 
year a stake was sold to a 
consortium comprising the 
engineering company Hoch- 
tief and Ireland's Aer Rianta. 

From October next year, a 
new station on the Duisburg- 
DGsseldorf line will be 
linked to the main German 
rail network, with a mono- 
rail to shuttle passengers to 
and from the air te rminal . 

Total cost of the redevelop- 
ment including a check-in 
hall at the trackside, is 
DM350m (£ll7m). The jour- 
ney time to Dortmund will 
be cut from 78 minutes to 45 
minutes and to Hanover 
from 3 hours to 2 hours 25 


minutes. The airport's man- 
agement is also planning 
direct flights by LTU. the 
German charter airline, to 
Tokyo's Narita airport. It 
has applied tor a runway 
extension which would allow 
non-stop operations with full 
payloads in all weathers. 

Many Japanese companies 
have set up shop in Ditssel- 
dorf. which has historic trad- 
ing links with the east. The 
city's 8,000-strong Japanese 
population is one of Europe's 
largest. 

The airport company also 


has a majority stake in 
DUsseldorf-Express airport 
at Mttnchengladbach, 30km 
to the south-west, and is 
encouraging operators of 
smaller aircraft, such as 
VLM. which flies to and 
from liGndon City Airport, to 
go there. 

To the south of DQssel- 
dorTs centre, the former port 
area on the Rhine is being 
transformed into a suburb 
for the upwardly mobile. 
Mew buildings have been 
designed by international 
architects while others have 
been preserved, including a 
grain silo earmarked for a 
hotel and a brewery 
malthousc destined to incor- 
porate a restaurant. 

















Out and about in Dusseldorf 


Restaurants: Choose 
between the sophisticated, 
such as !m Schrffchen at 
Kaiserswerth, with three 
Michefin stars, and those fen 
the revived docks, including 
An'ne Bell on Rotterdamer 
Strasse (one Michelln star, 
about DM130 a head with 
wine); the highly regarded 
Robert’s Bistro (DM70 with 
wine); and Carl Maasen’s 
Hafen restaurant, (DM100 
with wine - cheaper menu 
downstairs). 

The brewery restaurants of 
the Aftstadt, such as Im 
Goldenen Kessel, serve 

excellent regional dishes, 
accompanied by the dark 
"Ait" beer, for no more than 
about DM35 a head. Most 
take credit cards - but 
check first 

Hotels: The elegant 
Breidenbacher Hof (Heinrich 
Heine Allee - 0049 21 1 1 30 
30), close to Kdnigsallee and 
Altstadt, once opened its 
doors to Robert and Clara 
Schumann. Valet parking 
available underneath 
department store opposite. 
Single room rates from 
DM330-DM480, including 
breakfast, service and VAT. 

In same price bracket: 
Steigenberger Parkotel, 

Nikko, Hilton and Villa 
Viktoria. Medium-range 


options: Radtsson SAS and 
Dorint. 

Transport: Taxi to main 
airport costs about DM20. 
But watch out if you're 
going to DOsseldorf-Express 
- a Mdnchengiadbach driver 
will charge about DM55, but 
a Dusseldorf er will charge 
about DM75 for the same 
service. 

Conferences: The 
Congress Centre 10049 211 
4560), next to the exhibition 
complex north of city centre, 
has 30 plenary and 
break-out rooms with 
individual seating capacity of 
up to 2,444. Contact Office 
for City Promotion Snd 
Economic Development (899 
55 00) for guide to event 
venues. 

Time off: The 
Kunstsammlung 
Nordrhein-Westfalen is a 
superb modem art gallery, 
particularly strong on Paul 
Klee, but with fine works by 
Matisse, Picasso, Chagall 
and others. 

Visit the Kunstmuseum for 
its art nouveau glass 
collection, and the 
Stadtsmuseum for a 
fascinating glimpse into 
Dusseldorf s history. 

Helps if you can read 
German. Most museums 
close Monday. 
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Is «r finance programme uilh a ililierence. Building on proven elements in the Oxford 

Advanced Mana-ememPio-raminu.iihashccnspuOlOaUydcMgncdioiakeseniorexecmix ex. 

general managers and lasi-iraek talent from a -landing start in a strong and broadranain-i 
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Making more of your capital doesn't necessarily 


mean taking more of a risk. As an issuer backed by 


Many paths lead 


the Federal Republic of Germany, KfW offers private 


and institutional investors AAA/Aaa security in a 


to capital growth 


number of interesting capital, market products. 


With attractive yields and high liquidity. Let us 


show you our safe and sound paths to a rewarding 


We get you there 


investment. Kreditanstalt fur Wiederaufbau. 


KfW, Ways and the Means. 

felmengartcnstrassc 5 - 9 . G 0325 Frankfurt am Mam. Germany. 

let ++ 49 / 69 / 7 4 31-22 22 . Fax + + 49 /ffl / 74 31 - 21 93 , Internet: hnpy/wwwifwde 


safe and sound. 
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At the PeebqckTheatra fans of 
lap-hop wit] ftid the-sesson of 
Coo/ Heat Lfrftar? Seat (left) 
repfefE wfffi jazz dance, tap. rap, 
and eyarytcfrxiof physical .-• 
extiavaganca^The seesotr ■ 
opens taffwow arid continues 
for three weeks! - •--' -- * . 

The first reproduction of the 
: 1 998i«aBaBD»u« Engteh - 
National Opera Is VerdTsOte/to, 
ContiictatfbyPwiOanteiand - 
staged byDsvtel ftsaman. David 
Rendafl ain^alfw titer /cla, and . 
the fast nj^faonfrjday at the 
•CoBstaimi - ■-?.. ■ 
r.The ft#¥feeki?f fi» Proms 

fcrtngsi^Gaaaiii RHl harrobr u c 
(tonight aodtomorrow). foe " 
Boteneritoufo Symphony 
(Wecfcesday) andtoe Chamber 
Orofeestra of. Europe fpn frirfay) ■ 
to thH Royal Albert- HtaL On 



SahjrOay^Thomas Hampaon- : 
becomes the final American 
soloist to sing . at the Last Night 
concert 

Playwright David Hare makes 


his acting debut this week at the 
Royal Court Theatre Downstairs 
{Duke of York's), in a one-man 
play, VtaDbhrosa. which he 
wrote after visiting Israel and. 


Palestine last year. The director 
is Stephen Dtadry and toe first 
night is tomorrow. The third play 
by Sarah Kane, controversial 
author of Blasted and Cleansed, 
opens tomorrow at the Theatre 
Upstairs (Ambassadors). Crawls 
directed by Vicky FeafaBrstOM. 
The actors are Alan Wffiams, 
Sharon Duncan-Brawster, Ingrid 
Craigieand Paul Thomas hfiekey 
(leff). The production arrives from 
Edinburgh. 

NEW YORK 

New York City Opera opens Its . 
hew season at State Theater on 
Thursday with Tosca. followed by 
Handel's Partanope on Friday. 
Both were staged during the 
summer at Gfimmergtass Opera, 
the upstate New York company 
which has a production-sharing 
arrangement with City Opera. 


SEATTLE 

Benaroya Hall, the 
new home of 
the Seattle 
Symphony 
Orchestra, 
wfflbe 
naugurated 
on Friday at 
toe start of a 
nine-day 
pro gra mm e of 
feethrltlaEL _ThB 
$118m haH, situated 
in a prominent 
downtown location. has a 2.500- 
seat main auditorium aid a 540- 
seat recital hafl. 

AMSTERDAM 

On Sunday the Stadetipc Museum 
presents a large-setae survey of 
American video artist BH1 Viola 
Organised in cooperation with 



the Whitney Museum 
of American Art in 
New York, the 
show includes 
15 installations, 
20 video tapes 
and a selection 
of sketches 
and notes, it 
runs until the 
end of 

November. 

CARDIFF 

Daniel Harding (above), 
the 22-year old conductor who 
was the toast of the Aix festival 
this summer, makes Ms UK 
operatic debut on Saturday in 
Welsh National Opera's new 
production of Jianufe. Katie 
Mttchefl directs, and the cast is 
headed by Rosalind Sutherland 
and Suzanne Murphy. 
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Akira Kurosawa, who died 
yesterday aged 88, almost 
sin^ehandedly made eastern 
cinema accessible to the 
west. Physically tall, even 
towering, be was also a giant 
of the movies. 

His film output, ranging 
from intimate dramas such 
as Tkiru, Dreams and Rhap- 
sody In August to influential 
action epics such as The 
Seven Samurai, Yajimbo and 
Ragemusha , had a dynamic 
range unsurpassed by any 
director in history. 

When his 1950 masterpiece 
Rashomon, a film about the 
kaleidoscopic nature of 
memory, won the Venice 
Golden Lion in 1951 it 
opened western eyes to Japa- 
nese cinema and its heritage. 
Audiences were awakened 
not just to Kurosawa’s work 
but to that of previously 
little-known directors such 
as Mizoguchi and Ozu. who 
quickly claimed their places 
in world cinema. 

The western as well as the 
west responded to Kuro- 
sawa. Two of the genre’s 
popular milestones. The 
Magnificent Seven and A 
Fistful Of Dollars, were 
drawn from his originals. A 
third film. Martin Ritfs The 
Outrage, was an almost 
scene-for-scene copy of 
Rashomon. 

Kurosawa in turn enriched 
his art by borrowing from 
the west, notably from 
Shakespeare. Throne Of 
Blood Is the best of all 
screen versions of Macbeth, 
a kinetic, brilliantly inven- 
tive transposition from 
feudal Scotland to samurai 
Japan. 

And Ran. made late in the 
director’s career after a fur- 
ther wave of recognition 
from leading Hollywood film- 
makers (Coppola, Spielberg, 
Scorsese) had rescued him 
from a career low-point, 
played unforgettable varia- 
tions on Ring Lear in the 
shadow of a 16th century 
Mount Fuji. 

The combined resurgence 
represented by Ran and 
Kagerrmsha . which won the 
1980 Cannes Film Festival 
Pahne d'Or, helped to restore 
Kurosawa’s pride. Aged 61, 
he bad attempted suicide by 
slashing his wrist with a 
razor, soon after the com- 
pany. he made prosperous 
with Rashomon went bank- 
rupt His decline had been 
synonymous, or at least syn- 
chronous, with that of 
Japanese cinema as a whole; 
though it speaks for Kurosa- 
wa’s unique gifts that no 
compatriot was able to fol- 
low him in the brief, spectac- 
ular revitalisation of the 
costume drama that these 
two films embodied. 

The youngest of seven 
children of a military officer 
who later became a gymnas- 



Eye-opener Kurosawa brought the brusque, linear, near-tdeogiammatlc tasns Ja cy of Japanese visual art to screen knagary 


Reuters 


OBITUARYAKIRA KU ROSAWA 

A giant of the movies 

Nigel Andrews salutes a filmmaker who introduced Japanese cinema to the west 

tics teacher, Kurosawa was such as Those Who Tread On creen. it seems no accident device erf having a sympa- 
bom in Tokyo on March 23, Tigers’ Tails. Stray Dog. that his favourite star, who tbetic American outsider 
1910. The tensions between Rashomon and The Idiot, he became an icon of his cin- (Richard Gere) wander 
his background and boyhood had mapped a fascination ema. was Toshiro Mifune, through a sea of present-day 
leanings might be said to with the energising interre- The actor brought a military Japanese opinions, 
have shaped, or prefigured, lation between inner and combination of discipline Even Dreams. Kurosawa’s 

his later dual-talent artistic outer reality: between emo- and panache to his action haunting 1980s compendium 
career. A family descended tion and gesture, mood and heroes. He pushed his perform feature, finds its moments of 
from an old samurai clan landscape, social or histori- mances to the brink of greatness in the passages of 
and a childhood training in cal crisis and large-scale hyperbole just as Kurosawa daring nightmare expres- 
Kendo were the perfect pedi- action choreography. pushed his action balletics, slonism - the walking world 

gree for an action director. IBs vision was at once uni- while remaining in physical war corpses, the lurid, 
IBs own preference for read- versal and fiercely idiomatic, and artistic command of painted landscapes of the 

ing - especially Shake- .... ..... Van Gogh sequence - rather 

speare, Tolstoy and Dostoev- . ... than in the scenes of pasto- 

sky - sharpened his interest He had 311 OmniVOrOUS eclecticism ral utopianism, 

in giving surface drama a . . _ . . The true Kurosawa beri- 

strong psychological under- With all the Virtues OT pOSt-mOdemiSm tage surely lies in the 

pinning . movies where the rich dyna- 

Fasdnated by an branches Though he roamed into every gesture. Opinion mlsm of his images speaks 
of the arte, he flirted with other arts or cultures for divides over whether Kuro- for the deeply-wrought tur- 
pnintfng before becoming an inspiration, he seldom sawa's more introspective mdl of his heroes, heroines 
assistant film director in roamed into them for work, films have the conviction of or historical moments. 

1936. His younger brother His Russian co-venture his action or historical dra- It also lies in his readiness 

Heyo. a silent-film narrator, Derzu Uzala, set in the mas. When reined back, his to draw on any country or 
fed his interest in cinema by Siberian wilderness, had a virile intelligence could turn culture to feed his art, an 
giving him free passes to sombre dignity in its examl- towards sentimentality. omnivorous eclecticism that 
Japanese and foreign mov- nation of the kinship Ikiru (Living), made in has all the virtues of past- 
ies. He wrote and directed between an explorer and his 1952. won admirers for its modernism with none of that 
his own first film Sugata hunter-guide. But his Holly- Intense portrait of a dying, movement’s enfeebling 
Scmshiro ( Judo Saga in the wood assignment, the war disenchanted businessman frivolity, 
west) in 1943. film Tara! Tara! Tend about seeking a last act of redemp- Like all great directors. 

The Kurosawa style, bring- the Japanese attack on Pearl tion. But bis final film, Kurosawa made filmmaki n g 
Ing the brusque, linear, near- Harbour, was a disaster. He Madadayo, a muted mood- seem an adventure whose 
tdeogrammatac immediacy of left - or was fired - after a piece about an aging univer- excitement was a seamless 
Japanese visual art to screen disagreement over work sity teacher, was a failure, weave, all the way from the 
imagery, was fully formed 12 methods, which in Kurosa- And the earlier Rhapsody In artist’s first exploring 
years later with the appear- wa’s case included forcing August confronted the trau- insight to the audience’s 
ance of The Seven Samurai, actors to salute their fic- matic memory of Hiroshima wonder at the final, deliv- 
Evett before that, with flTmg tional superiors even offs- by means of the dubious ered innovation. 


EDINBURGHOPERA 

Prague spring in 
a Scots summer 


With no fewer than three 
new productions of The Bar- 
tered Bride to choose from 
over the next nine months, 
admirers of Smetana in the 
UK are not exactly being 
short-changed. But as Brian 
McMaster, Edinburgh’s festi- 
val director, well knows, 
there’s more to Smetana 
than The Bartered Bride - or 
the symphonic cycle Ufa 
Wrist a Czech Philharmonic 
performance of which 
brought the festival to an 
end on Saturday. 

The final week included 
not just an exploration of 
Smetana’s chamber music, 
but two little-known operas, 
Dalibor and LibuSe. Explor- 
ing such works is what a fes- 
tival should be for. and 
McMaster clearly wants the 
widest possible audience to 
share Ids enthusiasms. By 
pngaglng Scottish Opera for 
Dalibor, he has encouraged a 
UK company to take into its 
repertory a work which it 
would not dare to produce 
alone; and the BBC Scottish 
Symphony Orchestra’s 
involvement in Libuse 
means Smetana’s paean to 
the Czech nation will be 
broadcast on BBC Radio. 

The value of the Edin- 
burgh performances lay in 
testing the Impact of these 
works outside the frame- 
work of nationalist {aide and 
tradition with which they 
are indelibly associated. Dal- 
ibor, which the Prague 
National Theatre introduced 
to Edinburgh on its ground- 
breaking visit in 1964. came 
across surprisingly well at 
the Festival Theatre on 
Thursday. 

David Pountney’s spare, 
abstract staging gave pride 
of place to Smetana's stir- 
ring and often moving 
music, which Richard Arm- 
strong conducted with Bohe- 
mian flair. Apart from Scot- 
tish Opera's revitalised 
chorus, the singing was 
unexceptional, but the cast - 
Czech and non-Czech - was 
gr a ti fyi ngly homogeneous. 

Despite all their valiant 
efforts, it quickly became 
clear why Dalibor tailed to 
make headway during Sme- 
tana’s lifetime, and why it 
remains so little performed 
today. Its dramaturgical 
focus is too narrow to allow 
much depth of interpreta- 
tion, and the characters 
remain archetypes. The 
music may occasionally 
humanise them - Vladislav’s 
Act 3 crisis of conscience is 


the best example - but it 
foils to develop them. What 
we are left with is a fairly 
standard rescue opera, echo- 
ing Wagner as much as 
Beethoven, while hinting at 
themes of social injustice. 

These themes, aided by 
Smetana’s unmistakable 
brand of melancholy lyri- 
cism, gave the opera its 
nationalist resonance in the 
Austro-Hungarian and Com- 
munist etas. To his credit, 
Pountney asks us to view it 
on much wider, universal 
terms: he sees Dalibor as a 
parable of the consoling, 
enlightening and transcend- 
ing power of music. It is a 
legitimate approach. The 
engine of the plot is Dali- 
bor's pursuit of justice on 





behalf of his murdered 
friend, the musician Zdenek, 
a goal to which his romantic 
association with Milada is 
entirely subsidiary. Under 
this scenario, ZdenSk 
assumes unexpected impor- 
tance: he symbolises not just 
music itself, but the highest 
ideal of human love. 

The point is driven home 
not just by Ralph Koltai’s 
unit-set - a geometrically- 
shaped juxtaposition of harp 
and violin strings - but by 
the occasional presence on 
stage of solo musicians, 
highlighting the obbligato 
parts which evoke the 
unseen Zden§k_ It Is a risky 
move, but Pountney gets 
away with it, largely thanks 
to Davy Cunningham's sub- 
tle lighting. 

The processions would 
have benefited from a 
greater sense of space and 
ceremony - king and court- 
iers are confined to tiny bal- 
conies - and there are 
moments of unintentional 
comedy. 1 could also have 
done without some of Sue 
Wilmington's more fanciful 
costumes, such as the free- 
dom-fighter outfits for the 
chorus in Act 2. On balance, 
however, this is a welcome 
addition to Pountoey's Czech 
opera credits. 

Leo Marian Vodifika, the 
leading Czech Dalibor since 
Vilem Pfibyl’s retirement, 
sounded much more con- 
vincing than when I last 


heard him in the 1950s. The 
nasal timbre may be a mat- 
ter of taste, but he has the 
stamina and the sensitivity, 
above all in an impressive 
dungeon aria. He also proved 
he can act the part if put 
through his paces by an 
intelligent director. 

By contrast, Kathleen 
Broderick’s Milada was dis- 
appointing - soubrettish in 
tone and kittenish in man- 
ner. It would have made 
greater sense to cast Vivian 
Tierney as the heroine: her 
lovely Jitka unassumingly 
dominated the stage, singing 
with an edge in her volumi- 
nous upper range which 
brought Rusalka and Jand- 
cek’s tragic heroines to 
mind. 

In smaller roles, it was a 
particular pleasure to hear 
the authentic Czech style of 
vocal acting from Jiri Kalen- 
dovsky's gaoler, while Mat- 
thew Best’s Vladislav con- 
veyed the dilemmas of a 
weak-willed ruler. For the 
idiomatic contributions of 
orchestra and chorus ire can 
thank Armstrong, whose 
line ear for the rise and fall 
of the opera's emotional tem- 
perature was crucial to the 
production's success. 

It was harder to judge the 
temperature of Libuse the 
following evening. A celebra- 
tion of the mythical heroine 
who founded the Czech 
dynasty, the opera is rarely 
performed even in Prague, 
where its stately character 
and nationalist sentiments 
befit ceremonial occasions. 

Until the velvet revolu- 
tion, audiences often stood 
during the final scene, when 
LibuSe prophesies that the 
Czech people will never per- 
ish. The ecstatic reception 
given to Friday’s perfor- 
mance suggests the work 
can make an impact even 
when divorced from home 
territory and a stage setting. 

But it did not change my 
view that Smetana's score 
has a made-to-measure qual- 
ity which never quite rises 
to the occasion. Setting aside 
the solemn brass fanfares. 
Pfemysl’s pastoral Idyll and 
LibuSe’s majestic apotheosis, 
we are left with a succession 
of run-of-the-mill tableaux, 
always promising more than 
they deliver. 

The Edinburgh Festival 
Chorus (chorusmaster David 
Jones) did its best to con- 
vince us otherwise, and 
despite a loud and over-em- 
phatic orchestra. Oliver von 
Dohndnyi conducted with a 
sure sense of the music's 
shape and sweep. The Czech 
and Slovak cast was not uni- 
formly convincing, but Eva 
Urbanov&’s Llbufle made a 
radiant centrepiece. 

Andrew Clark 
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AMSTERDAM 

CONCERT 
Concertgebouw 
Tel: 31-30-675 4411 
Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen In works by Adams, 
Mahler and Sibelius. With 
mezzo-soprano Lorraine Htmt; 
Sep 8 

OPERA 

Netherlands Opera, Het 
Muzsektheater 

Tet: 31-20S51 8911 
Gotterdammenmg: by Wagner. 
New stagine by Werre Audi, 
conducted by Hartmut 
Haenchen; Sep 8, 12 

BADEN-BADEN 

CONCERT 

Festspielhaus 

Chicago Symphony Orchestra: 
conducted by Daniel Barenboim 
in works by Schoenberg and 
Mahler Sep 9 

BEIJING 

OPERA 


The Forbidden City 
wwwJurandot-on-site.com 
Turandob by Puccini. Conducted 
by Zub'm Mehta in a staging by 
Zhang Yimou. With the Maggio 
Mutacaie Florentine; Sep 7, 8, 9, 
10, 11. 12. 13 

BIRMINGHAM 

CONCBTT 
Symphony Hall 
Tefc 44-121-212 3333 
Czech Philharmonic: in a 
programme of works by Janacek, 
Beethoven and Dvordlq Sep 9 

BRUSSELS 

CONCERTS 
Palais des Beaux Arts 

• Chicago Symphony 
Orchestra; conducted by Daniel 
Barenboim In works by Berg and 
Mahler, Sep 7 

• Chicago Symphony 
Orchestra: conducted by Daniel 
Barenboim in works by Wagner. 
Schoenberg and Tchaikovsky; 
Sep 8 

COLOGNE 

CONCERT 

.PfaBtarmonie 

Los Angeles Philharmonic: 

conducted try Esa-Pekka 

Salonen in works by Sibelius, 

Salonen and Stravinsky; Sep 10 

FORT WORTH 
EXHIBITION 
KtanbeU Art Museum 

Tel: 1-817-3328451 

wvwMrtieSaTt.org 
Modernism - The Art of Design 


1880-1940: wideranging display 
of works from the Norwest 
collection. Ranges from the 
British Arts and Crafts movement 
and Art Nouveau through the 
Bauhaus and Art Deco to the 
1920s and 1930s; to Sep 13 

FRANKFURT 

CONCERTS 

AlteOper 

Tet 49-69-134 0400 

• Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in works by Salonen and 
Bruckner Sep 12 

• Radio Symphony Orchestra 
Frankfurt conducted by Leonard 
Station fn works by Enescu, 
Barber and Schumann. With 
soprano Linda Hohenfeid; Sep 
10,11 

OPERA 

Oper Frankfurt 

Te/: 49-69-21237 999 

YwwJiranldurt-t3USiness.de/oper 

• La Pgrichole: by Offenbach. 
Conducted by Catherine 
Rfickwardt in a staging by Peter 
Eschberg, with designs by Pete 
Pabsb Sep 12 

• La Traviata: by Verdi. In a 
staging by Axel Corti; Sep 11, 13 

LONDON 

CONCERTS 

BBC Proms, Royal Albert HaS 
Tab 44-171-589 8212 

• BBC National Orchestra of 
Wales: conducted by Mark Oder 
in works by S tra vin sk y. 
Szymanowski, Debussy and 
Holst. With the BBC National 
Chorus of Wales and soprano 


Valdkte Anderson; Sep 10 

• Bournemouth Symphony 
Orchestra: conducted by Yakov 
Kretaberg in works by Glinka, 
Rachmaninov and Schmidt- With 
piano soloist Arkady Volodos; 
Sep 9 

• Chamber Orchestra of 
Europe: conducted by Nikolaus 
Harnoncourt in Beethoven’s 

Missa Solemn's. With the Arnold 

Schoenberg Choir Sep 11 

• Czech Philharmonic: 
conducted by Charles Mackerras 
in works by Jartacek and Mahler; 
Sep 7 

• Czech Philharmonic: 
conducted by Libor PeSek in 
works by Dv0f$k, Szymanowski 
and Brahms. With violin soloist 
Raphael Oleg; Sep 8 

EXHIBITION 
British Museum 
Teh 44-171-638 1555 
Persian and Indian Manuscripts 
aid Paintings: the Rayed Asiatic 
Society is celebrating its 175th 
anniversary with an exhibition of 
objects rarely seen by the public. 
The highlight is the Book of 
Kings mate for Muhammad Juki, 
one of the great Persian 
manuscripts of the 15th century; 
to Sep 13 

LUCERNE 

CONCERTS 

International Festival of Music 
Tel: 41-41-226 4400 
www±ucemeMusic.ch/ 

• BBC Symphony Orc h estra: 
Andrew Davis conducts works by 
Rave), Mozart, Walton and Bgar 
With pianist Richard Goode; 

Sep 7 


• Chicago Symphony 
Orchestra: Daniel Barenboim 
conducts works by Strauss, Berg 
and Tchaikovsky; Sep 11 

• Leipzig Gewandhaus 
Orc he stra: in works by Honegger 
and Bruckner. The conductor is 
Herbert Bfomstedt; Sep 8 

MADRID 

EXHIBITION 
Fundado la Caixa 
Tel: 34-1-435 4833 
ludo Fontana (1899-1968): 
Retrospective of the Italian 
pioneer of conceptual and 
multimedia art, to Sep 13 

MUNICH 

CONCERTS 
PhQharmonie Gasteig 
TeL- 49-89-5481 8181 
Munich Philharmonic Orchestra: 
conducted by Rafael FrOhbeck 
de Burgos in a programme 
inicuding works by Manuel de 
Falla, Rimski/Koreakov and 
Ravel; Sep 9, 10. 11 

NEW YORK 

EXHIBITION 
Guggenheim Museum 
Tet 1-212-423 3500 
www.guggenheirn.ory 
Vilhelm Hammerehoi (1864-1916): 
Danish Painter of Solitude and 
Light Retrospective seen in 
Copenhagen and Paris last year, 
comprising 60 works by tills 
relatively unknown contemporary 
of Munch; to Sep 7 

OPERA 

New York City Opera, New 


York State Theater 
Tel: 1-212-8705570 
YtwwjTycopera.com 

• Partenopa: by Handel. 
Directed by Francisco Negrin and 
conducted by George Manahan. 
Usa Saffer sings the title role; 
Sep 11 

• Tosca: by Pucdnl. A new 
production by Mark Lamas, 
opening toe Opera's 1998-1999 
season. George Manahan 
conducts and toe cast includes 
Isabelle Kabatu, Anotonio Nagare 
and Mark Deiavan; produced In 
association with Glimmerglass 
Opera; Sep 10, 13 

SAN FRANCISCO 

EXHIBITION 

San Francisco Museum of 
Modem Art 
www.sfmoma.org . 

Alexander Calder (1898-1976): 
around 250 works, among them 
some of the best examples of 
Calder’s formally innovative 
sculpture. Alongside the mobiles 
and stabiles are selected 
painttags and jewellery; to Dec 1 

TOKYO 

CONCERTS 
Suntory Hafl 
Teh 81-3-3584 9999 

• NHK Symphony Orchestra: 
conducted by Chung 
Myung-Whun in works by 
Messiaen, Schechedrin and 
Tchaikovsky. With violin soloist 
Maxim Vengerov; Sep 10 

• Yomiuri Nippon Symphony 
Orchestra: conducted by Gilbert 
Varga in works by Ravel, Barter 
and Tchaikovsky; Sep 11 


EXHIBITION 

Metropolitan Museum of 
Photography 
Tel: 81-3-3280 0031 
Eugene Atget Retrospective: An 
Intimate View of Paris at the Tun 
of the Century. Around 200 
works by tiie documentary 
photographer; to Nov 4 

TURIN 

CONCERT 

Lingotto Rera 

Los Angelas Phiftarmonic: 

conducted by Esa-Pekka 

Salonen in works by Schoenberg 

and Bruckner; Sep 7 

TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday. GMT; 

0&30: Afoneyfine with Lou Dobbs 
13.30: Business Asia 
19.30: World Business Today 
22.00: World Business Today 


• Business/Market Reports: 
05:07; 06:07; 07:07; 0820; 0920; 
1020; 11:20; 1132; 1220; 1320: 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports Eve from UFPfc as the 
London market opens. 
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FINANCIAL TIMES MONDAY SEPTEMBER 7 1 90S 


COMMENT & ANALYSIS 


Mardi Gras, then Lent 

Chrystia Freeland examines the drastic economic measures now being 
considered in Russia: a spending spree, followed by a currency board 

and precious metal reserves, workers who received their 

Russia: a case for a currency board 


Nl 


S tolid and inarticu- 
late, Victor Cherno- 
myrdin. Russia's act- 
ing prime minister, 
is not given to radical 
.change. But this week, in 
.the riskiest decision of his 
political career. Russia’s 
arch-traditionalist has 
thrown his weight behind 
; ,one of the most extreme eco- 
i nomlc decisions a politician 
can take: be is pushing for 
the introduction of a cur- 
.-rency board-style system, a 
.rigid form of finan cial disci- 
pline and surrender of mone- 
tary sovereignty. 

Mr Chernomyrdin’s aston- 
ishing conversion to the 
. most rigorous of free-market 
faiths is a measure of Rus- 
sia's economic desperation. 
..Over the past three weeks, 
most of the hard-won 
achievements of seven years 
of market reforms have been 
swept away by a financial 
. crisis that has stripped the 
rouble of two-thirds of its 
value, pushed monthly infla- 
tion up to 15 per cent and 
.paralysed the banking sys- 
. tern. 

As the crisis deepens, Mr 
Chernomyrdin, guided by his 
economic first lieutenant, 
.Boris Fyodorov, appears to 
have concluded that only the 
radical policy of last resort 
a currency board can save 
..Russia from utter economic 
collapse. 

, It is a bold decision, but it 
is probably merely the begin- 
ning of a turbulent policy 
f debate. Western economists 
.not to mention Russia's 
C ommunis ts are far from 
convinced that such bitter 
.medicine is appropriate for 
■ Russia’s diseased economy. 
And even if Mr Chernomyr- 
din's plan is the right ther- 
apy. it will be a Herculean 
task to persuade Russia's 
. weary people, and its klepto- 
cratic political establish- 
ment, that now is the time 
for another painful round of 
. economic reform. 

But that is what Mr Cher- 
nomyrdin and Mr Fyodorov 
are trying to do. The heart of 
their programme is the cre- 
ation of a currency board- 
style monetary system for 
Russia, a regime under 
which every rouble in circu- 
lation would be backed by a 
set amount of hard currency 


Rnubte against Ihe (War fls pa S 



Bariafynfcrav 


The great virtue of a cur- 
rency board system is that it 
can restore confidence in a 
currency whose stock has 
plunged as faith in the 
national government has 
eroded. To enhance this fea- 
ture, the Russian govern- 
ment is proposing to hold at 
least some of its reserves 
abroad, perhaps in Germany. 

This would help insulate 
the monetary regime from 
fears about the trustworthi- 
ness of Moscow appara- 
tchiks. It might also help 
persuade the Group of Seven 
industrialised nations, which 
have grown weary of watch- 
ing their aid migrate to 
Swiss bank accounts, to 
bankroll Russia’s reform 
efforts one more time. 

The rigid discipline of a 
currency board what Mr 
Chernomyrdin described as 
“an economic dictatorship” 
in a speech to parliament 
last week would be intro- 
duced on January 1. But 
before imposing the penance 
of that monetary Lent, the 
government is proposing a 
sort of economic Mardi Gras. 
Over the next few weeks. Mr 
Chernomyrdin is calling for 
a “controlled" spending 
spree, in which the govern- 
ment would print some 
Rbs37bn (about $2bn) and 
use the money to pay off 
wage and pension arrears 
and perhaps restore some 
liquidity to the banking 
system. 

The political logic behind 
this last inflationary indul- 
gence is compelling it 
might, at least before the 
rouble completely lost its 
value, win the support of the 



unpaid wages. Government 
advisers also hope that print- 
ing money now would soften 
public opinion for the intro- 
duction of a currency board 
in January, by creating a 
wave of hyperinflation 
which Russians would be 
desperate to stop, by what- 
ever m ea ns. 

But if Russia does intro- 
duce a currency board, it 
would be renouncing further 
recourse to the printing 
presses. That means the gov- 
ernment would need to take 
extreme measures to boost 
tax collection. 

The Chernomyrdin- 
Fyodorov plan envisions a 
radical overhaul of the tax 
system, offering a condi- 
tional forgiveness of old tax 
debts in exchange for timely 
payment of current taxes. 
The tax system would be 
simplified and the tax bur- 
den reduced, but. at the 
same time, enforcement 
would become more strin- 
gent with late or non-paying 
companies facing nationalis- 
ation. 

In countries like Estonia. 
Bulgaria or Argentina, a 
similar approach has helped 
discredited governments 
curb hyperinflation, restore 
faith in the national cur- 
rency, and lay the ground- 
work for economic revivaL 
But many economists ques- 
tion whether the currency 
board system will work for 
Russia. 

One concern is the high 
interest rates the currency 
board regime would likely 
impose on the country, at 
least at the outset. Another 
problem would be the risk of 


a crisis in the banking sys- 
tem: under a currency board 
approach the central bank 
would no longer be able to 
act as the lender of last 
resort. Other critics have 
also questioned whether the 
rigidity of a currency board 
is structurally appropriate 
for Russia, whose economy 
is heavily dependent on the 
export of commodities and is 
thus vulnerable to the exter- 
nal shock of changing com- 
modities prices. 

But the biggest question is 
whether the Russian govern- 
ment which has hardly 
earned a reputation for 
sound economic manage- 
ment will have tbe political 
discipline to impose the 
deprivations of a currency 
board, and to stick with 
them, after a few months of 
free-spending. 

“The plan is feasible," says 
Par MeUstrom, an economist 
at Brunswick Warburg, a 
Moscow investment h ank . 
“The problem is political 
will The currency board is a 
straitjacket. but the Russian 
government has a history of 
finding ways of getting out 
of a self-imposed strait- 
jacket" 

To make things worse, 
today Russia does not have a 
government at all. Before he 
can begin refining and 
implementing his economic 
ideas. Mr Chernomyrdin 
must win parliamentary 
approval, where he faces a 
hostile Communist faction 
and the shadowy threat 
of Yuri Luzhkov, the 
mayor of Moscow who cov- 
ets the prime minister's 
job. 

There is some way to go 
before Russia summons the 
unity and discipline required 
for radical financial stabilis- 
ation. But as he strives to 
lead this quixotic revolution. 
Mr Chernomyrdin can at 
least take comfort from his- 
tory. In the midst of the Bol- 
shevik revolution, a time 
even more troubled than 
today. John Maynard Keynes 
helped tbe Whites to set up a 
currency board, the sterling- 
backed “English rouble", in 
the northern port of Mur- 
mansk. It worked, until 
political opposition, in tbe 
form of Bolshevik armies, 
swept it away. 
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LETTERS TO THE EDITOR 


View of currency board weaknesses 
is not shared by Argentina 


From Mr Andrew Powell 

Sir, The “Unpalatable 
truths of a currency board" 
f August 31 1. which discusses 
whether a currency board is 
appropriate for Russia, con- 
tains some truths but also 
some often repeated miscon- 
ceptions. 

As pointed out. a currency 
board does indeed reduce 
monetary and fiscal discre- 
tion. Monetary policy must 
always be subservient and 
therefore consistent with the 
fixed exchange rate, and fis- 
cal policy must be consistent 
with the availability of non- 
inflationary financing. How- 
ever, it is simply incorrect to 
claim that U) a currency 
board implies that there is 
no lender of last resort and 
that ( 2 ) banks need to have 
greater capital ratios or 
other regulations need to be 
stronger. 

First, it is perfectly possi- 
ble to have a central bank 
acting as a liquidity lender 
of last resort under a cur- 
rency board as shown by the 
experience of Argentina in 
1995. and all a currency 
board implies is that any 


“Ioser of last resort" must be 
transparently fiscal in 
nature and not financed 
through the inflation tax. 
That this may affect the 
political feasibility or bailing 
out some financial institu- 
tions is another advantage, 
not a disadvantage, of a cur- 
rency board system. 

Second, given the greater 
underlying economic volatil- 
ity. there is a strong argu- 
ment that emerging markets 
need stricter hanking sector 
regulations than their GiO 
counterparts whatever mon- 
etary policy rule is adopted. 
Indeed, a case might be 
marfp that given the reduc- 
tion in economic volatility 
and lower interest rates that 
accompany the adoption of a 
successful currency board, 
less strict hanking regula- 
tions might be required rela- 
tive to a country with simi- 
lar characteristics but with a 
different monetary policy - 
although I hasten to add 
that this is not practised in 
Argentina, where banking 
regulations are substantially 
more exacting than interna- 
tional norms. 


Whether a currency board 
is appropriate for Russia is o 
complex and essentially 
political question that 
deserves much deeper analy- 
sis. The economic desirabil- 
ity of a currency board is in 
part determined by the 
trade-off between the advan- 
tages of a discretionary mon- 
etary policy versus the risk, 
for whatever motive, of the 
misuse of that discretion. It 
seems odd, however, given 
that Italy. Spain. Portugal 
and Ireland - to name but 
four participants - are about 
to give up virtually all mone- 
tary and substantial fiscal 
discretion, that it is consid- 
ered that this trade-off for an 
emerging country like Rus- 
sia may go tbe other way. 
Perhaps the issue is really 
the feasibility of the mainte- 
nance of the currency board, 
rather than its desirability. 

Andrew Powell, 
chief economist, 

Central Bank of Argentina 
Reconquista 266. 

Capital 1003, 

Buenos Aires, 

Argentina 


Asian route to international experience 


From Dr C. W. Watson. 

Sir. James Harding 
(“When expats should pack 
their bags”. September 1) on 
the problems faced by multi- 
nationals with respect to 
"localisation" in China 
raised important issues. 
There do. however, seem to 
me, on the basis of experi- 
ence in south-east Asia, to be 
two specific problems which 
multinationals have not yet 
fully appreciated and which 
need to be addressed. 

The first is the question of 
providing the opportunity 
for Asian professionals to 
acquire that international 
experience which apparently 
gives white expatriates the 
edge when they are in 
competition for senior 


management jobs. The sec- 
ond is how to avoid the 
impression that within the 
local operations of a com- 
pany, there is a division 
between white expatriate 
senior staff (with the occa- 
sional token Asian) and local 
junior staff, a situation 
which is the cause of a great 
deal of ill-feeling. 

As Mr Harding points out 
there are no easy solutions, 
but one strategy infre- 
quently followed is to 
encourage more mobility of 
Asian middle-management 
within the region Itself. 
Thus Thais should be 
encouraged to work in Sing- 
apore, Malaysians in China. 
Chinese in the Philippines. 
This would provide opportu- 


nities for acquiring interna- 
tional experience, and at the 
same time would mitigate 
the insidious white/non- 
white tensions that often 
mar company relations. 

As for the difficulties faced 
by the expatriate, white or 
non-white, with respect to 
local languages and customs, 
a lot more could be done but 
it would require more com- 
mitment than most compa- 
nies seem at present willing 
to undertake. 

C. W. Watson, 
department of 
anthropology, 

EUot College. 

University of Kent at 
Canterbury. 

Kent CT2 7NS, UK 


Small print 
cannot let 
UK off 
nuclear hook , 

From Dr Helen Wallace. 

Sir. Nuclear reprocessing 
will not find a future in the 
small print of the agreement 
made at Sintra in July 
(Stute-owned company 
increases rolo in US nuclear 
reprocessing industry". 
August 29, 30). 

It is not radioactive dis- 
charges from Seliafield that 
must be cut to "close to 
zero" by 2020, but their 
resulting concentrations in 
the environment. Many 
radioactive substances dis- 
charged from Sellafleld 
remain dangerous for far 
longer than 20 years - these 
discharges must slop now if 
the agreement is to bo met. 

BNFL may wish to wriggle 
out of it, but in January 1999 
the UK must tell the 15 other 
governments which signed 4 
the Sintra declaration how it r 
plans to make "substantial 
reductions or elimination" of 
radioactive discharges by 
2000. 

These governments all 
know that turning off Sella- 
field's reprocessing plants 
and dry storing its spent 
nuclear fuel instead would 
stop the discharges. There's 
no question this is "techni- 
cally feasible" - BNTL even 
markets its own dry stores 
overseas. 

Deputy prime minister 
John Prescott went to Sintra 
to shed Britain's tag as 
“Dirty Man of Europe”. Docs 
BNFL really expect him to 
re -do fine the small print to 4 
let it off the hook? Countries w 
such as Ireland, Iceland. 
Norway. Sweden and Den- 
mark have said “no" to Sel 
Iafleld's nuclear pollution of 
their shores. They will be 
watching. 


i'll 
W 




Helen Wallace, 
senior scientist, 
Greenpeace UK. 
Canonbury Villas. 
London N1 2PN. UK 
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Victims of ‘groupthink’ 

Studies have shown that groups make better decisions but perform less effectively. 
What does this imply for the behaviour of central bank monetary policy committees? 

W ith fi nancial rf England held to account 


ith financial 
markets 
around the 
world in tur- 
moil, it would be reassuring 
to know there was a safe 
hand on the economic tiller 
at home. In many countries 
interest rates are set by cen- 
tral bank committees, and 
not all their members neces- 
sarily pull in the same direc- 
tion. In tbe UK, when the 
Bank of England’s monetary 
policy committee navigates 
its course for interest rates 
this week, there will be nine 
bands on the tiller. 

Is this cause for concern? 
Social psychologists have 
long debated which take 
better decisions: groups or 
individuals. Are two heads 
better than one, or do too 
many cooks spoil the broth? 
As these conflicting adages 
imply, they have failed to 
reach a clear-cut answer. 

Nonetheless, economists 
should pay more attention to 
the Implications of group 
decision-making in trying to 
understand how monetary 
policy operates. Committees 
behave differently from indi- 
viduals. And one committee 
will behave differently from 
another, depending on the 
rules, informal norms and 
personalities involved. 

Evaluating the “quality" 
of decision-making is fraught 
with difficulty because labo- 
ratory experiments in social 
psychology are necessarily 
somewhat artificial. But the 
consensus that emerges from 
several studies is that 
groups make better decisions 
than their average member 
would have done in isola- 
tion. However, they perform 
less effectively than the 
attributes of all their mem- 
bers imply: they are less 
than the sum of their parts. 

In the early 1970s the aca- 
demic Irving Janis carried 
out a pioneering analysis of 
group decision-making by 
looking at a series of US for- 
eign policy decisions from 
1940 onwards. He concluded 
that when the outcome was 
poor - the attempted inva- 
sion of Cuba at the Bay of 
Pigs in 1961, and the bomb- 
ing of North Vietnam in 
1965. for example - the deri- 
sion-making process had 
been marked by undesirable 
features that he labelled 
groupthink": 
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• The decision-makers 
formed a highly cohesive 
group that put pressure on 
internal dissenters to con- 
form to the consensus view. 

• The group developed an 
illusion of unanimity and 
correctness which in turn 
fostered a reluctance to eval- 
uate alternative policies. 

• The group negatively 
stereotyped outsiders who 
disagreed with its views. 

• The group was almost 
always dominated by a 
highly directive leader. 

These characteristics are 
not unheard of in the marble 
committee rooms of the 
world's central b anks . The 
consensus-seeking behaviour 
they promote is aggravated 
by other characteristics that 
differentiate central bank 
committees from other 
groups, such as juries or 
public inquiries. 

First, the membership of 
central bank committees 
changes relatively slowly. 
This allows time for infor- 
mal norms of behaviour to 
develop and for a cohesive 
“insider" culture to develop. 

Second, a committee set- 
ting Interest rates is essen- 
tially taking the samp deci- 
sion repeatedly. The body of 
Information on which deci- 
sions are based may change 
relatively little between 
meetings. This means an 
individual committee mem- 
ber may be reluctant to alter 
his or her opinion in the face 
of changing circumstances - 
it might give the impression 
that they have simply 


conceded the superiority of 
someone else’s argument 

Combined with the innate 
caution of all career central 
bankers, these characteris- 
tics mean that monetary 
policy committees may 
respond sluggishly to chang- 
ing economic events. As 
Alan Blinder, former vice- 
chairman of the US Federal 
Reserve, has argued: 
“Decision-making by com- 
mittee may contribute to 
systematic policy errors by 
inducing tbe central Hank to 
maintain its policy stance 
too long." 

This may in turn help 
explain why independent 
central banks - many of 
which make policy by com- 
mittee - preside over deeper 
recessions and reduce infla- 
tion at greater cost to jobs 
and incomes than those sub- 
servient to politicians. 

The Bank of England fell 
victim to sluggishness and 
inertia in the early months 
of its independence last year. 
It raised interest rates too 
slowly in the face of strong 
domestic demand, although 
its job was made more diffi- 
cult by the government’s 
failure to impose a bigger 
increase in consumer taxes. 

Does this imply that the 
monetary policy committee 
will be equally tardy in 
reducing interest rates to a 
neutral position as economic 
activity weakens, thereby 
exacerbating the looming 
downturn? Not necessarily. 

Since the spring of this 
year the behaviour of the 


committee has changed 
remarkably. After months of 
unanimity, almost every 
decision has been disputed, 
and on two occasions Eddie 
George, the governor, has 
been forced to use his cast- 
ing vote to break a deadlock. 

The committee's critics 
have been appalled. They 
accuse it of incoherence, 
unpredictability and a lack 
of leadership. They lament 
the fact the policy is in the 
hands of unworldly academ- 
ics with no sense of collec- 
tive responsibility. Maybe so, 
but this is a price well worth 
pasting to avoid the damag- 
ing inertia that results from 
a consensus-seeking culture. 

But why has the monetary 
policy committee developed 
a culture so much more tol- 
erant of dissent than that of 
other central banks? One 
reason is that the committee 
members - career central 
bankers and outside academ- 
ics alike - have a clearly 
quantified inflation target 
and are held individually to 
account for the policies they 
recommend to hit it. 

The monetary policy pro- 
cess in the UK is also highly 
transparent, with votes pub- 
lished in detailed minutes of 
the monthly meetings. Com- 
mittee members cannot hide 
behind a consensus view. 
The same should be true of 
tbe Fed. where votes are also 
recorded publicly. But as 
Prof Blinder has observed: 
"There is a tradition that 
dissent is a huge deal." This 
reflects the fact that Fed 
chairmen hold enormous 
informal sway over commit - 
tee members, one of the ele- 
ments of "groupthink". Few 
of Mr George's colleagues, in 
contrast, are burdened by 
any sense of inferiority. 

This analysis of group 
decision-making contains 
good and bad news for Gor- 
don Brown, the chancellor. 
It suggests that the Bank of 
England may avoid some of 
the mistakes of other inde- 
pendent central banks, but it 
also highlights a danger in 
his desire to join Europe's 
single currency. 

The European Central 
Bank is more independent 
than the UK's, but less 
transparent and more insis- 
tent on collective responsi- 
bility. Its interest rate set- 
ting will suffer as a result. 
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COMMENT & ANALYSIS 


Mr Greenspan’s 
warning 


Alan Greenspan, chairman of the 
Federal Reserve, keeps his cards 
close to his chest But his obser- 
vation in a speech last Friday 
that the US cannot ‘‘remain an 
oasis of prosperity unaffected by 
a world that is experiencing 
greatly increased stress* 1 sounded 
a salutary warning. It is obvious 
that the US cannot escape the 
crisis in world financial markets 
unscathed. The significance of 
Mr Greenspan's words is the shift 
they signal in the Fed’s thinking , 

This is welcome. In July, Mr 
Greenspan told Congress that 
domestically generated inflation 
was a greater threat to the econ- 
omy than the fallout from Asia’s 
troubles. But the world has 
changed since then. Asia's finan- 
cial turmoil has precipitated a 
crisis in emerging markets. 
Russia has collapsed. But the 
greatest threat to the US econ- 
omy is contagion in Latin Amer- 
ica. Hie US’s southern neigh- 
bours buy 40 per cent of US 
exports, and receive a significant 
chunk of US lending. 

Emerging markets are not thp 
only threat. Canada, the destina- 
tion for 20 per cent of US exports, 
has been buffeted by failing com- 
modity prices; Japan, the US's 
second biggest trading partner, 
remains mired in recession. Mr 
Greenspan made clear in his 
speech that the Fed is moving 
from its bias towards higher 
interest rates to a more neutral 
stance. A cut in interest rates is 
unlikely when the Fed meets 
later this month. Despite continu- 


ing low inflation, the cautious Mr 
Greenspan remains concerned 
about the effects of very low 
unemployment and robust wage 
growth. Moreover, he went out of 
his way on Friday to rule out a 
shift in the Fed's monetary 
stance In response to a stock 
market lurch. 

He was right to do so. When Mr 
Greenspan warned in December 
1996 about “irrational exuber- 
ance" in the equities market, the 
Dow Jones Industrial Average 
stood at 6,400. It closed on Friday, 
at 7,640 - despite a sharp foil 
from its July peak. On Friday, be 
once more warned that optimistic 
corporate namings forecasts were 
“unlikely to materialise". 

If markets were to stabilise 
before the onset of a true bear 
market, this would be seen as a 
welcome correction. Investors 
must be under no illusion: mar- 
kets go down as well as up and it 
is not the job of the central bank 
to react to every turn. Mr Green- 
span held fire on the way up. He 
will be reluctant to ball them out 
now. ms task Is a more difficult 
one: to assess the effect on the 
real economy. With US savings 
so low, and consumption sus- 
tained in good part by stock mar- 
ket gains, a continuing slump on 
Wall Street will slow growth as 
well as inflation. If this proves to 
be a correction, the Fed's task 
will become easier. But Mr 
Greenspan’s speech shows he is 
thinking of darker possibilities 
which would require prompt and 
decisive action. 


Trade dangers 


As financial c onta gion threatens 
to spread across the world, 
increasing the temptation for 
governments to resort to national 
capital controls and market inter- 
vention. globalisation is fast 
becoming a bogeyman. If the tur- 
moil persists, could free trade 
become its next victim? The prob- 
ability. for the moment, seems 
low. But do not bet too heavily 
on it staying that way. - 

The absence so far of any 
revival of protectionist pressures 
is a rare bright spot in the world 
economy, particularly in tbe US. 
and to a lesser extent the Euro- 
pean Union, the world’s biggest 
markets. So for, they have toler- 
ated sharp rises in imports from 
and fells in exports to troubled 
Asian economies. 

Their benevolence owes much 
to still buoyant growth in the US. 
and recovery in Europe. Further- 
more. Asia’s higher export vol- 
umes have been masked by cur- 
rency devaluations. But a sharp 
economic slowdown in the west 
would severely test its powers of 
self-restraint 

The danger of wholesale retreat 
into protectionism is reduced by 
the World Trade Organisation’s 
much-strengthened authority to 
enforce its rules. Members have 
respected it, because not doing so 
could fatally weaken the 
multilateral system. None, fortu- 
nately, seems ready deliberately 
to risk that But the system is 
not a complete safeguard 


against new trade barriers. 

It cannot, for instance, stop 
developing countries raising 
many tariffs sharply. But the big- 
gest current threat is of an 
increase in anti-dumping actions. 
Although permitted by the WTO. 
these are often arbitrary and 
■ prone to -abuse. If tbe USjitriJJT, 
traditionally anti-dumping’s 
main exponents, began deploying 
It to choke off cheap imports, 
they would not only jeopardise 
poorer countries' recoveries; they 
could trigger a ruinous spiral of 
international retaliation. 

That need not happen. As Ren- 
ato Ruggiero, the WTO’s head, 
argues, the surest way to keep 
global markets open is to press 
ahead with further liberalisation. 
By fortunate coincidence, tbe 
WTO is committed to negotia- 
tions in the next two years on 
freeing trade in agriculture and 
services. Hus may develop into a 
full-scale trade round. 

Several years might be needed 
to reach agreements, and longer 
still for their economic benefits 
to be felt. But simply launching 
negotiations could underpin the 
political commitment to free 
trade, because governments are 
less likely to succumb to protec- 
tionism while focusing on liberal- 
isation. Meanwhile, the challenge 
for aO of them especially in rich 
countries is to continue to avoid 
trade measures which could turn 
global economic jitters into some- 
thing much worse. 


;;d in Korean threat 


It is difficult to know whether to 
believe North Korea’s assertion 
that it was launching a satellite 
rather than conducting a missile 
test last week. Although its claim 
indicates , a desir e to mend fences, 
the deliberate aura of mystery 
surrounding the episode, and 
recent signs that it is reviving its 
own nuclear programme, show 
that Pyongyang is playing an 
exceptionally dangerous game. 

Its timing was typically calcu- 
lated for maximum effect Presi- 
dent Clinton has other things on 
his mind. Japan's weak govern- 
ment is grappling with an 
economic and banking crisis. 
Neither country has much 
energy to devote to North Korea. 
Yet they cannot ignore it without 
putting world peace in Jeopardy. 

The nuclear deal of 1994 has 
been at risk of unravelling for 
some time. North Korea then 
froze Its nuclear programme in 
return for safe nuclear reactors, 
to be installed by a consortium 
led by the US. Japan and South 
Korea. The consortium also 
promised to supply North Korea 
with heavy fuel oil while the 
nuclear plant was installed, but 
the Clinton administration has 
been unable to raise from Con- 
gress tbe modest funds needed 
for the oiL As a result. North 
Korea can rightly claim that 
Washington has broken its word 
on an international agreement 
Even so, Pyongyang’s recent 
behaviour is a erode attempt to 


blackmail the outside world into 
giving it more money. 

Tbe US and its allies now con- 
front the dreadful possibility that 
public opposition in Japan and 
tbe US to tbe nuclear deal may 
finally kill it North Korea would 
then develop its own nuclear and 
missile technology, threatening 
South Korea and perhaps raising 
hard currency by wiling nuclear 
weapons. 

There is .no way of avoiding 
this outcome without making 
some concessions to Pyongyang. 
The bask is to ensure that North 
Kora gives enough in return to 
get the 1994 deal back on track. 
Retribution is not an option. 
Given the volatility in tbe region, 
the US cannot strike hack as it 
did in Sudan and Af ghanistan. 

Two elements would help. One 
is a greater involvement of other 
countries, notably those of the 
European Union and China, in 
finding a way out of the impasse 
and preventing Pyongyang from 
launching more missflps. 

The other is insistence on the 
principle that any extra money 
which North Korea receives must 
come with conditions designed 
gently to open up and stabilise 
its economy, thereby reducing 
the source of some of the tension. 

A deal which offered that as 
well as a verifiable commitment 
to abandon fresh nuclear ven- 
tures might he saleable. This is a 
problem which the world Ignores 
at its peril. 


The cracks begin to show 


C Q A s things stand in 
/\ September 1998. the 
/ % possibility of a seri- 
JL A-ous military erup- 
tion or shock in Asia cannot be 
discounted.” 

A year ago such a statement 
from Jean-Pierre Lehmann, pro- 
fessor of Internationa] economy 
at the Swiss Asia Foundation in 
Lausanne, would have been 
greeted with derision. Even now, 
Prof Lehmann points out that he 
is not actually forecasting war in 
Asia as a result of the region's 
intractable and deep recession. 
He claims only that the probabil- 
ity has increased. 

But the fact that he »n<r other 
Asian experts are now prepared 
to countenance the possibility is 
a disturbing reminder of how the 
dimensions of the Asian crisis 
are changing. From being a 
purely ftwawriai matter, it is now 
eating into the region's social 
and political fabric in ways that 
may make the basic economic 
problem to solve. 

Prof t , ehinann is not alone. So 
deep have the problems become 
that the main question is now 
one of political risk, says Hung 
Tran, the Vietnamese-horn chief 
economist of Rabobank Interna- 
tional and a hanker with wide 
experience of Asia. ‘The analysis 
is no longer financial” 

Behind the gloom is the realisa- 
tion that tbe sheer scale of the 
economic downturn makes last- 
ing social and political conse- 
quences inevitable. In Thailan d, 
the middle classes — with their 
high expectations manifest in 
newly acquired golfing skills and 
rhattarfng mobile phones - are 
being wiped out by the recession. 
Others countries, such as Indon- 
esia and the Philippines, free an 
excruciating incr ease in poverty, 
which adds to the risk of social 
disorder. 

The raw figures are stark. 
Indonesia's economy is expected 
to contract by more than 15 per 
cent this year, Thailand’s by 7 or 
8 per cent, and South Korea's by 
about 5 per cent. Malaysia and 
Hong Kong have both reported 
sharply negative growth in the 
first half. 

Even the most stable political 
regimes would have difficulty 
coping with such unprecedented 
and protracted collapse, but in 
Asia, where democratic tradi- 
tions are weak and the legiti- 
macy of governments is often 
connected to their ability to 
deliver . afflu e nce, the pressures 
are particularly high. 

The crisis has already seen the 
violent removal of President 
Suharto in Indonesia. Last week 
it was Malaysia's turn for politi- 
cal turmoil, with the dismissal of 
Anwar Ibrahim, deputy prime 
minister and finance minister. 
Even in China, the position of 
Zhu Rongji, the prime minister, 
is “fragile" as he gambles on his 
ability to maintain growth and 
pursue economic reform, says 
Prof Lehmann. 

Hong Kong's leaders must be 
worrying about their own politi- 
cal authority as they struggle to 
maintain the territory's currency 
peg. Were tt to go, leading fig- 
ures, including Donald Tsang, 
financial secretary, and Joseph 
Yam, Hong Kong Monetary 
Authority chief, would have to 
resign. It is for from clear what 
sort of people China would 
choose to replace them. 

Political analysts say it is still 
very difficult to predict exactly 
bow the new soda] and political 
pressures will spin over in indi- 
vidual countries. But many now 
argue the risk of backlash 


As the economic crisis in Asia deepens, Peter Montagnon considers the 
political and social unrest that could be unleashed 



against the west, of internal 
crisis, or even, as Prof T^hmann 
suggests, conflict between 
nations has increased markedly 
across the region. 

Malaysia's decision last week 
to impose strict exchange con- 
trols and peg its currency at 
MS3.80 to the dollar marks a 
pointed rejection of the western 
approach to dealing with tbe eco- 
nomic crisis. Followed as it was 
by the dismissal of Mr Ibrahim, 
the move revealed the extent of 


‘Government has a 
huge problem. The 
instinct in a lot of 
countries is going to 
be repressive’ 


strains within Malaysia's politi- 
cal system as tbe crisis deepened. 

Until now there has been a sur- 
prising lack of hostility towards 
the west Many Asians have been 
more inclined to blame their own 
governments for the disaster that 
has befallen them. Particularly in 
Indonesia, tbe Internationa] Mon- 
etary Fund played to tbe emo- 
tions of the people as it insisted 
on the unwinding of cronyism 
and the removal of privileges 
from Mr Suharto’s bated family 
and friends. 

Many countries have become 
more open to foreign investment 
than before. The type of public 
patriotic clamour that in July 
forced Microsoft to withdraw 
plans to take a stake in Hangul & 


Computer, the Korean language 
software company, has been rela- 
tively rare, even in a country as 
notoriously suspicious of foreign- 
ers as South Korea. 

Similarly, most Asian govern- 
ments have distanced themselves 
from the robust denunciation of 
western markets by Mahathir 
Mohamad. Malaysia’s prime min- 
ister. But Malaysia’s exchange 
controls, coupled with Hong 
Kong’s intervention in its equity 
market, marks a retreat by 
increasingly desperate govern- 
ments from free markets which, 
bankers believe, could find 
imitators. 

“Other countries will start to 
see tbe cost-benefit of being inte- 
grated with world markets in a 
different light." says Mr Tran. 
“In the next six to 12 months 
people wfll try that option." 

Mr Tran is not optimistic about 
the ability of governments to 
make the institutional changes 
necessary to repair their econo- 
mies and restore growth. As 
defiationary forces spread, the 
recession will deepen, he says. 
“That will call into question the 
legitimacy of governments and 
raise the issue of whether or not 
the pain is being shared." 

The threat of disorder is not 
confined to Indonesia. Already 
there have been violent scuffles 
outside the presidential palace in 
Manila as voters, who elected 
their new president Joseph 
Estrada on an anti-poverty ticket, 
vent their frustration at his fail- 
ure to take care of their needs. 

“Ethnic and social tensions in 
general will be on tbe rise. It’s 
inevitable,” says Bruce Gale of 
the Political and Economic Risk 


Consultancy in Singapore. The 
impact wiD vary from country to 
country, though, as will the 
response of governments. 

Asia's elite is likely to disap- 
pear and be replaced by another, 
says Mr Gale, as old-guard politi- 
cians are forced to withdraw and 
the businessmen who supported 
them lose their money and their 
clout. Governments have 
changed in Thailand and South 
Korea as a result of elections, 
upsetting the old 

‘You are talking 
about haystacks 
which could 
go up in flames 
at any time’ 


network of relationships between 
government and business. 

Quite how this will play out in 
the political structures is another 
matter. Analysts argue that 
South Korea and Taiwan, where 
democracy is most deeply 
entrenched, stand a better 
chance of handling the strain. 
Thailand, also a democracy, is 
bound by the national sense of 
reverence for its monarchy, 
which is likely to remain as long 
as its Jong survives. 

In Indonesia, the initial politi- 
cal consequence of the crisis has 
been one of liberation after years 
of dictatorship. “The middle class 
is discovering a new sense of 
empowerment that they didn't 
enjoy for the past 40 years," says 


OBSERVER 


The truth 
is out there 

What is going on at Japan’s 
Economic Planning Agency? The 
outfit once famous for its 
relentlessly upbeat descriptions 
of the eoonomy - until this 
summer it refused to admit that 
activity might be slowing at all - 
has come over afl pessimistic. 

This week the EPA is due to 
declare that the outlook is now 
worse than “very severe”. New 
minister in charge Taichi Sakaiya 
has spared no metaphor, saying 
that Japan is in a “dark vaSey", 
“on a bleak sage" and “fo 
dangerous waters which need 
datvrttess navigation”. To add 
insult to injury, he has also hinted 
that the EPA might have fiddled 
some of its past economic 
assessments. 

Sakaiya himself must take 
credit for the outbreak of realism. 
The 63-year-okl dv3 
servant-tumed-novelist was 
forced to leave the trade and 
industry ministry in the 1970s 
after writing a best-seller about 
social panic created by an oil ' 
crisis. Since then he’s been a 
writer, establishment critic aid 
general policy expert 

But not everyone in Tokyo is 
taking Sakaiya’s comments at 
face value. Some reckon he’s 
deliberately foeflfng a sense of 
crisis to encourage the 
go ver nme nt to do more. Others 
say he’s fostering a sense of 
gloom to ensure everyone win be 


pleasantly surprised this autumn. 

Strange how few people 
believe the most encouraging 
theory of all: that Japan's 
government has finally realised 
toe value of telling It straight 

Black watch 

Conrad Black know more about 
Napoleon than Josephine ever 
cared to. Now the rtiedia general 
has taken his military history 
fixation an expensive step 
further. Black Is donating $1.5m 
to help build barracks for toe 
London-based International 
Institute for Strategic Studies. 

The gift is a coup for IISS 
director John Chipman, who says 
he worked on Black for two 
years before clinching the deal 
last week. It may have helped 
that Chipman was a Canadian, 
like Black, before taking Bri&h 
citizenship - and that the 
institute has a strong North 
American membership. 

The intriguing question is 
1 whether the IISS, which gained a 
, reputation for fmpartJaBty and 
objectivity during the Cold War, 
will now acoorrenodate Black's 
distinctive pro-Israeli and 
anti-European Union views? No, 
says the IISS. But its new library 
will bear Black's name. 

Hello Herman 

After 12 years running 
Utrecht-based Rabobank, 

Herman Wljffels is heading tor 
The Hague. Next March he 


becomes chairman of the Social 
and Economic Council (SER), a 
government advisory body 
comprising employers, unions 
and crown-appointed worthies. In 
the consensus-minded 
Netherlands, toe job carries 
some cachet 

Tipped to succeed him is Hans 
Smits, who has just joined toe 
Rabobank board after a bumpy 
ride at Schiphol airport; battles 
over noise restrictions got in the 
way of his aim to privatise toe 
Amsterdam hub. Smits will want 
to make his mark on Rabobank, 
although many in the 
co-operative's rural heartland 
don’t want much to change. 

Under Wljffels, though, 
Rabobank was anything but 
sleepy. Insurer Achmea is the 
latest addition to the group, 
giving Rabo a large slice of the 
worker disability and sickness 
cover the government is passing 
to toe private sector. 

Food for thought for Kiaas de 
Vries, the new social affairs and 
employment minister. It's his 
chair at toe SER which Wljffels 
inherits. 


Afterbum 


Britain's Famborough Alrshow is 
one of the highlights of the 
global aerospace calendar. And it 
always generates enough hot air 
to power a squadron of fast jots. 
This year Lad Simpson, who 
runs the UK’s GEC, reckons 
‘every chief executive will be 
talking to every other chief 


executive" about defence 
industry restructuring. The civil 
fly-boys are still gassing about 
Boeing losing out to Akbus over 
that British Airways order. 

Seattle's finest are pretty sore 
and no mistake. Boeing 
supporters are speculating In 
private that Airbus is stuffed with 
so much government subsidy 
that it can afford to charge next 
to nothing for its planes. The 
word from Toulouse, meanwhile, 
is that their price was actually 
higher than Boeing's, but the 
Airbus is so much cheaper to run 
that BA found it more 
economical anyway. 

BA is keeping mum - except 
to observe that If Boeing and 
Airbus really know how much toe 
other side bid, there must be 
something fishy going on. 

Rings a bell 

As President Clinton wraps up 
his Irish escapade, you've got to 
feel for Joe Lockhart, the hapless 
White House press secretary 
designate who overslept East 
week aid missed his Air Force 
One flight out of Moscow. 

Lockhart can count Irish rode 
stars U2 among his fans after 
word of the episode got out But 
he couldn't help boasting on a 
flight from Dublin to Shannon 
that “the President didn't find 
out". Just then Clinton turned up 
In the back of the plane end 
presented him with a special gift 
a green plastic alarm dock 
adorned by a leprechaun. 


Tommy Koh. executive director 
of the Asia-Europe foundation in 
Singapore. 

But whether this benign phase 
will last is questionable. In 
Indonesia the transition from the 
Suharto regime is only half com- 
plete. and other countries are 
under pressure too. "Government 
has a huge problem. The instinct 
in a lot of these countries is 
going to be repressive," says 
Gavin Greenwood, analyst with 
Control Risks, a London-based 
firm. 

From this perspective, Malay- 
sia gave a taste of what could be 
to come. Not only has Dr 
Mahathir moved ruthlessly to 
remove Mr Ibrahim, his principal 
opponent, from government. 
There have also been other signs 
of a crackdown with the jailing of 
Lim Guan Eng, a prominent 
opposition figure, and the arrest 
of four people for spreading false 
rumours on the internet about 
demonstrations in the capital, 
Kuala Lumpur. 

And it is in Malaysia, too, that 
worries about international 
tensions are surfacing as its rela- 
tions with neighbouring Singa- 
pore sink to their lowest ebb in 
years, prompting an explosion of 
popular nationalist fervour on 
both sides of the Johore Strait. 
Nationalism and xenophobia are 
obvious responses to the crisis, 
says Mr Greenwood. “All the old 
points of friction, which were 
obscured by prosperity, have now 
been exposed." 

Similarly worrying is China's 
protest to Indonesia about atroci- 
ties. including cases of gang rape, 
looting and arson against ethnic 
Chinese during the riots there in 
May. China took a long time to 
respond, but it did so after an 
intensive - and sometimes 
graphic - campaign on the 
internet. 

Experienced Asian diplomats 
such as Singapore's Mr Koh 
believe that governments should 
be able to contain these pres- 
sures. Some even argue that 
nationalism provides a useful 
safety valve that can help stabi- 
lise the internal political situa- 
tion. But a growing worry is that 
as the legitimacy of governments 
is threatened by their inability to 
overcome the recession they will 
resort more freely to nationalism 
and find it harder to control the 
forces they unleash. 

Moreover, pressure is also com- 
ing from unexpected quarters. 
North Korea’s latest missile test 
came without warning and 
requires a particularly cool 
response, analysts say. But the 
shock comes at a time when gov- 
ernments have many other 
things on their minds. “You’re 
talking about haystacks which 
could go up in flames at any 
time," says Prof Lehmann. 

Again he is careful to point out 
that this nightmare is only one 
among several scenarios. The 
rosy version is that economic and 
financial adjustment progr amme 
eventually pay off and pave the 
way for a resumption or sustain- 
able growth. But this is receding 
in terms of likelihood, while the 
prospect of a retreat from dvil 
society and greater international 
tension is increasing. 

Even those who argue against 
exaggeration know there is a 
limit to Asia’s tolerance of hard- 
ship. “Governments can't keep 
the lid on these pressures for 
ever," says Mr Koh. “There has 
to be a credible prospect that the 
economy win turn the comer. If 
not, how long can people be 
expected to keep making 
sacrifices?” 

100 years ago 

Locusts In Argentina 
We ventured to point out last 
year that there was a 
possibility of toe Argentine 
wheat crop befog injured by 
locusts, and thereby excited 
much mirth in the minds of 
many astute observers who 
have gained an intimate 
knowledge of Argentine 
agricultural conditions from a 
close study of toe streets and 
pavements of toe City of 
London. These will doubtless 
be glad to learn that their 
estimates of Argentina's 
exportable surplus from that 
crop were about as nearly 
correct as usual. If our 
memory serves, they placed It 
at about 1,500,000 tons. Up to 
date Argentina has exported 
about 700,000 tons, and most 
authorities think little, If any, 
more will come out 

50 years ago 

Disorders tn Berlin 
Berlin, Sept 8. The four 
military governors of Germany 
met for the sixth time to-night 
after a (fey of disorders in 
which Communist 
demonstrators stormed the 
City Assembly, broke up Its 
meeting, and drove the 
councillors from the Soviet to 
toe British sector. 
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THE LEX COLUMN 


Liffe seeks ally to bolster 


Red Sky, Rupert’s delight 


Better the Red Devils yoa know thaw 
well, any other UK Premier League foot- 
ball club. The clubs are BSkyB's life 
blood, and none is as successful as Man- 
chester United. 

But a potential bid for Man United 
raises two questions. The first is competi- 
tion. Man United would give BSkyB a 
lever in negotiating Premier League tele- 
vision rights. For now, its voice would be 
one In 20. not a veto. Neither could BSkyB 
force-feed Man United matches to viewers 
at the expense of other clubs, under Pre- 
mier League rules: But what if the Pre- 
mier League stops negotiating collec- 
tively? BSkyB, which dominates UK 
pay-TV, could use Man United as a draw 
to attract other top clubs into exclusive 
deals. This could hurt weaker clubs. 

An undermined Premier League need 
not necessarily limit competition. With 
clubs free to strike their own deals, more 
rights could be auctioned and more merfin 
groups enter the fray. But a combination 
of Rupert Murdoch, football and media is 
controversial. An airing of the concerns 
through the MMC cannot be ruled out 

A separate question is why Man United 
feels the need to sell out uow. Sure, 
BSkyB’s formidable marketing machine 
should improve the club's international 
following and make a' Success of new 
channels. But Man United could agree 
new deals individually, sharing in the 
revenue. Furthermore, any bid premium 
now risks understating future benefits 
from a European Super League or pay-per- 
view. 


US baiks 

Pwceotege aim price Mb daring August 
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deposits at the central bank, would 
require some $25-30bn. Sint® central bank 
reserves total only $13bn, Russia must 
borrow $10-lShn from the IMF/G7. Until 
and unless the first two conditions are 
met, the G7 would be crazy to put a cent 
into backing such a currency board. 


position in derivatives 

Deutsche Borse in talks aimed at expanding rival Eurex alliance 
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SemarMmmaKy 


Russia 


Victor Chernomyrdin’s soap-box call for 
“economic dictatorship” bodes ill for Rus- 
sian capitalism. With the rouble devalued 
by two-thirds, inflation is rampant Since 
August's 15 per cent price rise implies 
annualised inflation of more than 400 per 
cent it is hardly surprising that the rouble 
cannot And its floor. Re-doDarisatian of 
the economy Is in full spate as the print- 
ing presses start whirring to bail out well- 
connected bants and pay off the govern- 
ment’s wage arrears. 

The aspiring prime minister’s central 
confidence-restoring Idea - a currency 
board that backs the domestic money sup- 
ply with foreign exchange - is fine in 
principle. But the preconditions for its 


success do not exist 

first, there is neither political consen- 
sus on abdicating monetary authority nor 
appreciation of the hardships that reform 
by automatic pilot will entafi. If reform 
was unacceptable from within. It will be 
all the more so when imported. And since 
the government will And it tough to bor- 
row on alienated capital markets, there 
will be (probably irresistible) pressure on 
the central bank to override the currency 
board and print roubles anyway as social 
tensions mount. 

The imaginative idea of depositing hard 
currency reserves with another central 
bank, such as Germany’s, will only bol- 
ster the scheme's credibility If there Is 
strict policing of money printing. The pro- 
posed forfeit If Russia breaches the cur- 
rency board’s rules - confiscation of 
foreign-held foreign reserves - does not 
seem plausible given the risk of interna- 
tional diplomatic fall-out 

Second, to set up a currency board 
whan banks are neither restructured nor 
adequately regulated is folly. Not only 
will the central bank cease to be able to 
act as a lender of last resort to the bank- 
ing system in a crisis, which m«in« that 
the failure of one bank could topple the 
system; but tax collection - which fell 
well short of targets in August - will also 
continue to suffer from banking turmoil, 
putting government finances under fur- 
ther pressure. The proposed tax amnesty 
will not address this problem. 

And third, the central bank does not 
have the reserves to set one up in the first 
place. Covering notes and coins, as well as 
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By Vfrcert Betood in London and 
Graham Bouriey in Frankfurt 


Investment banking 

Investment hanks are being rocked by 
global financial turmoil Share prices of 
big US houses have fallen between 30 per 
cent and 50 per cent since end-July. Multi- 
ples have come tumbling down so that 
even Merrill Lynch, the most highly val- 
ued, is trading on only 13 times last year’s 
earnings. Tainan Brothers manages a 
multiple of only eight. 

Is this derating overdone? Probably not, 
given that three separate factors are at 
work. One - the string of losses invest- 
ment banks are revealing In Russia and 
other emer gin g markets — is the least 
important. In most cases, the hits are 1 
per cent to 2 per cent of market capitalisa- 
tion. More worryingly. the crisis bas 
reminded investors that investment bank- 
ing is risky. Earnings are not of as good 
quality as, say, those of a typical indus- 
trial company. And the current turmoil 
has a twist to it: managing risk is doubly 
tricky when countries default and slap on 
capital controls. What might have seemed 
an effective hedging strategy can easily 
come unstuck. 

The third depressing factor is that the 
bull market may be over. If so, the flows 
of business in M&A and underwriting 
may not regain the frenzied levels «*»n in 
the first half of this year for many a 
moon. Add to that the fact that future 
profit opportunities in proprietary trading 
and emerging markets will be slim. True, 
there will still be areas of growth - proba- 
bly In Europe in preparation for the single 
currency, perhaps in Japan as a result of 
“big bang”. But with investment hanks 
staffed for peak levels of activity, there 
will not be enough business. 

The upshot is likely to be retrenchment 
if not an outright bloodbath. life will get 
particularly tough for investment hunks 
stuck in Die muddled middle. For the pre- 
mier league, there could be a silver lining: 
less upward pressure on compensation 
now and less competition for business 
when good times return. 


The battle for supremacy in the 
European derivatives industry bas 
intensified with Europe’s two lead- 
ing rival exchanges revealing they 
are seeking further alliances to 
strengthen their pngtrtnrre 

The London International Finan- 
cial Futures and Options Exchange 
(Liffe) is in talks with the London 
Clearing House, which settles con- 
tracts traded on the City's deriva- 
tives anri mnrmnriiti p g markets, on 
forming a closer relationship that 
could inrfntjp a merger. 

Separately, Deutsche BOrse, Ger- 
many’s stock exchange, said it was 
in talks with other European 
exchanges to expand its Eurex alli- 
ance, which .links the Frankftnt 
Swiss derivatives markets, is a bid 
to overtake liffe as Europe's most 
Important market for derivatives 
products. 

Hie Italian stock exchange is 
understood to be a prime candidate 
for membership of Bure x. Scandina- 
vian and Dutch d eri v at i v es markets 


are also being courted by the 
Gennan-Swiss alliance. 

Both developments are significant 
steps in the consolidation and com- 
petition of Europe’s derivatives mar- 
kets ahead of the introduction of the 
euro next year. Rivalry between 
Liffe and the Deutsche TenninbOrse. 
the derivatives market In Frankfurt 
bas already led to sweeping person- 
nel and policy changes at the strug- 
gling London market, including 
abandoning floor trading in favour 
of a screen-based system . 

; In the US last week. Cantor Fitz- 
gerald, the biggest broker in US gov- 
ernment securities, received 
approval for the first electronic 
exchange to trade futures contracts 
in US treasury bonds. The move rep- 
resents a challenge to the Chicago 
Board of Trade and Chicago Mercan- 
tile Exchange, bastions of “open out- 
cry” floor trading in the US. 

Life's talks with the LCH follow 
the appointment of Brian William- 
son as the market's new chairman in 
a bid to stem its loss of market share 
to the DTB. Mr Williamson indicated 
no option was ruled out 


See Lex 


Democrats distance themselves 
from Clinton despite apology 


By Mark Suzman in Washington 


Leading Democrats yesterday 
continued to distance themselves 
from an embattled President Bin 
Clinton amid growing indications 
that his public apology over the 
Monica Lewinsky scandal was not 
sufficient to ward off the threat of 
Impeachment b ea rin g s 

Daniel Patrick Moynihan, a 
respected Democratic senator from 
New York, warned there could be no 
final resolution of the matter until 
Congress had decided whether the 
report being prepared by Kenneth 
Starr, the independent counsel 
investigating Mr Clinton, merited 
the president's removal from office. 

“We have a crisis of the regime.” 
Mr Moynihan said, “What we have 
before us - and we ought to get on 
with it - is an Impeachment proce- 
dure." 

His comments came shortly after 
Parris Glendening. the governor of 
Maryland and a strong supporter of 


Mr Clinton in the past, became the 
first senior Democrat to cancel a 
scheduled fundraiser with the presi- 
dent for fear it would damage his 
own reelection chances in Novem- 
ber. 

Both moves are a blow to the 
White House, which had hoped Mr 
Clinton-’s public expression of 
remorse at a press briefing in 
Ireland last Friday would help shore 
up dwindling support. After Joseph 
Lfeberman, the Connecticut senator, 
last week condemned the president’s 
behaviour as “immoral". Mr Clinton 
for the first time said he was “vary 
sorry” about bis relationship with 
Ms Lewinsky, a former White House 

worker. 

However. Mr Lieberman said yes- 
terday: “There’s no way for us and 
the president to get back to face the 
problems of the country - the uncer- 
tainty economically, the problems in 
the world - unless we open up the 
discussion of the president’s miscon- 
duct" He also said he did not believe 


perjury about a sexual affair was 
sufficient grounds for impeachment 
But in separate Interviews, Mr 
Moynihan and Trent Lott, senate 
majority leader, disagreed. “It is an 
impeachable offence,” Mr Moynihan 
said. “It does not follow that the 
Senate will vote far Impeachment, 
however." 

In his report expected by the end 
of the month, Mr Starr is almost 
certain to charge Mr Clinton with 
perjury for having denied under 
oath having a sexual relationship 
with Ms Lewinsky. Mr Starr Is also 
expected to make other charges, 
including obstruction of justice and 
subornation of perjury for having 
allegedly sought to persuade Ms 
Lewinsky to cover up their affair. 

However, Mr Lott said there was 
little point in speculating about 
what might constitute grounds for 
impeachment until Congress had 
received Mr Starr's report. 


Observer, Page 13 





■ ** 


V 




i 











5 i r;,,s 

/» <* 








u % £v 




v 


■** 


% 


If 


* * w* ‘ i :;} > / • s 

Without us, 

Beluga couldn’t open wide. 


Beluga, the SATIC A300-600 Super Transporter operated by Airbus Transport International, easily swallows huge cargoes like 
Airbus airframe sections thanks to its 7.3m diameter; upward-hinging cargo door - the largest in aircraft history- 
The door and its supporting structure are manufactured byAerostmctura Hambk, rccendy acquired by T( Group, 
it’s operated by two Urge, internally locking. Dtmty actuators which sustain the door’s endrc weight of over 2 tonnes when 
open. Cargo rolls on and off over the roof of the pressurised Sight deck, cutting previous tumround times of several hours to 
under 45 minutes. Thanks to Dowry. Beluga’s wide open for big business. 

Dowty is one of T1 Group’s four specialised engineering businesses, the others being John Crane, Forshcda Polymer 
Engineering and Bundy. Each one is a technological and market leader in its field. Together; their specialist skills enable 
TI Group to get the critical answers right for its customers. Worldwide. 
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A spokeswoman insisted yesterday 
the talks with LCH were part of a 
strategic review Liffe was undertak- 
ing. The LCH could not be reached 
for comment 

Deutsche Borse’s announcement 
underlines its determination to see 
DTB dominate Europe’s derivatives 
trading. Werner Seifert, chief atten- 
tive, said: “We are talking to otber 
organisations at the moment about 
entry to Eurex and about entry to 
our London-Frankfurt alliance." 

In July, the London and Frankfort 
stock markets agreed to set up a 
pan-European equity trading plat- 
form. That appears to have set back 
separate talks between Eurex and 
Matif. France’s derivatives 
exchange, to form an alliance. 

An announcement on the future of 
the Milan derivatives markets is 
expected to be made before any deci- 
sion is taken on whether the Borse 
Italiana will join the Loodon/Frank- 
furt equity market alliance or a rival 
plan being touted by the Paris mar- 
kets. 
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Kvaemer chief faces bathe to 
justify confidence of board 

Erik Tonsath (left), 
Kvaemer' s chief execu- 
tive officer and presi- 
dent faces one of the 
biggest challenges erf 
his 10-year reign at the 
Anglo-Norwegian engi- 
neering and shipbuild- 
ing empire. He has 
seen Kvaemer market 
capftafisation on the 
Oslo bourse halved, if 
he is to justify the con- 
fidence of the board, he must deliver on the 
promise to become debt-free by 2000. Page 18 

Latin America gets dose of reality 

Investors have recently been prepared to sepa- 
rate Latin American risk from the turmoil affect- 
ing emerging markets elsewhere. But that has 
changed. The contagion sparked by Russia's 
default and ensuing political crisis has hit Latin 
America, scaring away even the hardest Inves- 
tors. Int ern ational Bonds, Page 20 

Malaysia controls create problems 

Malaysia’s retreat from free markets last week 
created problems for investors. The imposition 
of capital and currency controls has locked 
investors into a market from which many would 
(ike to retreat Emerging Markets, Page 21 

Avesta Sheffield boss vows change 

Avesta Sheffield, the Angfo-Swedish stainless 
steel group that is 51 per cent owned by British 
Steel, has struggled to grow its profits for six 
years. Stuart Pettifor, appointed chief executive 
a year ago to turn the business round, says that 
is about to change. Market Movers, Page 18 

Rush to US bonds may continue 

The US Treasury mar- 


IIS 10-year bond 
YUd(%j ’ 

to :. . . - - _ 



ket is likely to be driven 
again by stock price 
movements when the 
US markets reopen on 
Tuesday. Further tur- 
moil in world stock 
markets could prolong 
the rush by investors 
for the safe haven of 
the US bond market 
Among key economic 
data due this week are 
August consumer credit figures and the August 
producer price index. Markets Week, Page 22 

Europe’s rates seem to diverge 

The trend in short-term Interest rates among 
countries taking part in European economic and 
monetary union has been towards divergence. 
Some analysts say that could reflect a belief 
that full short-rate convergence wflJ not happen 
by the year's end. Euro Prices, Page 25 

Disposal gain to lift First Pacific 

Analysts said the huge exceptional gain tor First 
Pacific, the Hong Kong conglomerate, from the 
sale of a 39.7 per cent stake In Hagemeyer 
would radically change the outlook for the com- 
pany’s operations. Companies Diary, Page 22 
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TRUCK TROUBLE 

French truck drivers are due to begin another 
series of strikes and blockades on roads across 
the continent on Tuesday. They are protesting 
against changes in working conditions and may 
be joined by Spanish drivers. 

BATCHELOR PARTY 

Anchorage, Alaska, opens Its doors on Friday to 
the single women erf America who are invited to 
meet Alaska's most eligible batchetore at the 
fifth annual National Stogies Convention. 

BOSNIANS VOTE 

Bosnian general elections are held on Saturday, 
supervised by the Organisation tor Security and 
Co-operation In Europe, together with votes for 
assemblies In Bosnia's two post-war 
autonomous regions. 
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DUTC H TELECOMS OPERATOR E XPECTS PROFITS T O FALL 33 % AFTER_REGULATOR DEMANDS CUTS IN CALL CHARGES 

Ruling casts shadow over KPN 


KPMG 
follows 
rivals with 


By Gordon Crarab Id Am sterda m 


KPN, the privatised Dutch 
telecoms operator, has called 
its own future into question 
alter the national industry reg- 
ulator demanded cuts in its 
call charges. 

“The continuity of the com- 
pany is at issue," said Wim 
Dik, chairman- KPN expected 
operating profits would fall by 
about a third, or some FI l.lbn 
($550m). It would have to curb 
investment in its network, and 
Its standing in the r^ yritai mar- 
kets would be seriously dam- 
aged 


Shares In KPN lost 17.4 per 
cent last week as fears grew 
about the likely impact of the 
ruling. Which was annmmrpH 
in o utline on Friday. Opta, the 
country’s year-old telecoms 
watchdog, is this week to pro- 
duce a 55-page report arguing 
that tariffs the group Imposed 
on customers generated exces- 
sive returns. 

The upheaval comes just two 
months after KPN spun off its 
mail and parcel activities as 
TNT Post Group. Revenues 
from that busin ess haH cush- 
ioned the company as the 
F115bn Dutch telephony mar- 


ket was liberalised. But man- 
agement wanted to create a 
“pure" telecoms operation to 
make It easier for investors to 
compare it with quoted coun- 
terparts elsewhere. 

Denouncing the ruling as "a 
disaster". Mr Dik said KPN*s 
net return on invested capital, 
at 14 per cent, was already 
below the 18 per cent Euro- 
pean average. Under Opta's 
requirements, to which the 
company must respond within 
four weeks, it would sink to 9 
per cent 

Opta wants charges for local 
calls to come down by about a 


quarter from the beginning of 
next year. Long-distance call- 
ing within the Netherlands 
needed to become between a 
quarter and a third cheaper 
over the next three years, it 
said. Its view was based on the 
cost of capital to the company 
and the relatively low risks 
involved in those segments of 
its business- 

KPN would be granted more 
freedom to offer discounts, par- 
ticularly on international rang 

But it could no longer pro- 
vide broad-band ISDN lines - 
one of its fastest growing prod- 
ucts - at below cost 


Jens Arnbak, Opta chair- 
man, said the ruling would 
benefit not only consumers 
but also those competitors to 
KPN which had invested in 
their own network in the coun- 
try. 

Chief among those is British 
Telecommunications of the 
UK. which has a joint venture 
with the Dutch state railways. 

KPN last week reported 
interim net profits of FI 1.01 bn, 
up 3J> per cent. The shares, at 
F17L30 ex an 80 cent dividend, 
were F12.70 down on Friday 
and stand 28 per cent below 
their mid-July peak. 


Dollar slides 
as US begins 
to feel the heat 


Developing link to equity markets has helped 
provoke a sharp fell against the D-Mark 


By Richard Adams In London 

The strong US dollar - a 
feature of global markets for 
the past three years - may 
finally be on the wane against 
European currencies. 

The dollar has benefited 
from investors looking for a 
safe haven from market tur- 
moil in Asia and Haah. But 
with Alan Greenspan, the Fed- 
eral Reserve chairman, now 
warning that the US cannot 
“remain an oasis of prosper- 
ity”, the chances of a US 
interest rate cut have 
increased. 

“I think it probably Is the 
end of the Mg rally upwards in 
the dollar” said Bronwyn Cur- 
tis, chief economist at Nomura 
International investment 
In London. “L think people are 


now looking at the world 
impact on the United Sta tes. ” 

For most of the period since 
1985, the dollar has been 
strong against the D-Mark and 
other European currencies. It 
reached a high of umi m at 
the end of last year, and fell 10 
pfennig* before recovering to 
above DML83 this year. 

But in recent days, the dol- 
lar has lurched downwards. 
Last week the dollar slipped by 
eight pfennigs to its lowest 
level against the D-Mark thi* 
year, to below DML72. 

“In the short term, there will 
still be some safe-haven buy- 
ing of the dollar. But there are 
more negative factors weigh- 
ing an it." said Tony Norfleld. 
global head of treasury 
research at ABN Amro bank. 

The fall was sparked by 



what currency analysts call 
“technical factors” - too many 
people who had bought dollars 
suddenly wanted to unload 
them. Other short-term factors 
inrinrieri the desire by Japa- 
nese institutions to cash in 
their dollar assets and 
exchange them for yen. US 
hedge funds have been selling 
assets to cover margin calls 
and losses abroad. 

The dollar has also devel- 
oped a link to the US equity 
market. It is usually closely 
tied to the market for US gov- 
ernment bonds, or Treasuries. 
But Mr Norfield said the past 
year has seen big inflows Into 


US equities from abroad. 

“Wobbles in the equity mar- 
ket are going to make a lot of 
overseas investors sick,” Mr 
Norfield said, especially th06e 
already s itin g on substantial 
emerging market losses. 

"It does indicate a far 
greater exposure of the dollar 
to equities than previously." 
he said 

Further equity weakness 
would reinforce the flight out 
of the dollar. At the same time, 
the market has sharply 
increased its estimate of a 
likely US rate cut The futures 
market has priced in a 
0.5 per cent cut in the Federal 


Funds rate by May next year. 

Signs of a slowdown in the 
US, and a recovery in Ger- 
many, will shift the tide in 
favour of the D-Mark. That in 
itself may be good news, as a 
weaker dollar takes some of 
the pressure off the emerging 
market currencies. 

A weaker dollar also helps to 
bring forward a recovery in 
commodity prices - which are 
largely denominated in dollars 
- boosting the currencies of 
Latin America as well as 
South Africa, Australia and 
Canada. 


Cmrendes, Page 24 


Old Mutual set to buy regional UK stockbroker 


of Jean ugasiani ■! ldoooji 


Old Mutual, the South African 
life-assurance group, is set to 
increase its expansion into the 
UK by acquiring Albert E 
Sharp, a Mg firm of regional 
stockbrokers. Executives clOGe 
to the deal, which it is under- 
stood has not yet been signed, 
said the price tag was “consid- 
erably higher” than a reported 
£40m ($S7m). 

The deal is part of an aggres- 
sive expansion strategy by Old 


Mutual, which paid £80m for 
Capel Cure Myers, another UK 
stockbroker, last December. 
But the company's increasing 
finiot with the UK are proving 
controver s i al . 

Old Mutual was fiercely crit- 
icised by the Congress of 
South African Trade Unions fn 
June, when It emerged that 
the group might seek a listing 
on the T/mtimi Stork Exchang e 
after it demutualises next 
year. This would free it from 
South African exchange con- 


trols (which restrict the pro- 
portion of assets ft can invest 
overseas), and help it to attract 
international shareholders. 

But the unions fear the 
move is part of a trend that 
could trigger a flight of capital 
out of South Africa. Gencor 
has already moved its non-pre- 
cious metals interests to Lon- 
don through Billiton and a 
number of other companies are 
keen to follow suit Last week. 
South African Breweries said 
it was considering moving its 


primary stock exchange listing 
from Johannesburg to London. 

The purchase of Albert E 
Sharp is part of a wider pat- 
tern of- consolidation within 
the UK broking sector. The 
number of firms in the tradi- 
tional market of dealing with 
advice dropped from 82 at the 
end of 1992 to 58 at the end of 
last year, according to 
research company ComPeer. 

The trend towards consolida- 
tion is being driven by a com- 
bination of increasing informa- 


tion technology costs, tougher 
regulatory pressures and com- 
petition from new entrants, 
such as US investment banks. 

Old Mutual’s purchase ends 
a difficult 12 months for Albert 
E Sharp, which outsourced its 
settlement business and 
sacked 120 staff at its head 
office. It is not clear what 
effect the deal will have on 
jobs, or whether Old Mutual 
will decide to retain both the 
Sharp and the Capel Cure 
Myers brand names. 


advert 

campaign 

By Jfen Hetty, 

Accountancy Correspondent 

KPMG. the global professional 
services organisation, will 
today launeb a 560m a year 
advertising campaign - the lat- 
est of the so-called Big Five 
firms to pour millions of dol- 
lars into brand building. 

Andersen Consulting, the 
sister firm or Arthur Ander- 
sen, started the trend by pledg- 
ing SlOOm on a brand building 
campaign, throwing down a 
challenge to a sector banned 
from advertising until the late 
1980s. 

Ernst & Young last month 
unveiled its own $100m cam- 
paign and the rest of the sector 
is poised to join them with 
PWC, the firm recently formed 
in a merger, expected to set a 
new benchmark on spending 
later this year. 

KPMG’s campaign is being 
developed by Lowe & Partners/ 
SMS of New York and coordi- 
nated by the organisation's 
international network. In 
framing the campaign, KPMG 
conducted 250 interviews with 
members of the socalled “C 
Suite" - chief executive offi- 
cers, chief financial officers, 
and other senior executives at 
Fortune 1000 companies. 

"They expressed concern 
about the information overload 
and confusion of advice they 
received," said David Thorley. 
KPMG’s International market- 
ing director. As a result the 
brand remip ai g n will have the 
tag line: It's time for clarity.” 

The campaign seeks to play 
on the anxiety of senior execu- 
tives at the pace of change in 
business - especially in IT - 
and on the perception that pro- 
fessional firms have in the 
past effectively charged their 
clients for jargon. 

For all the Big Five and the 
management consultancy busi- 
nesses which they have 
spawned, global brand build- 
ing is critical as they try to 
change from networks of 
national firms Into global 
organisations able to deliver 
consistent service to multina- 
tional companies. 

KPMG - which lagged 
behind the rest in global inte- 
gration and suffered a damag- 
ing failed merger with Ernst & 
Young - is now seen to be 
catching up fast. The cam- 
paign will include print, televi- 
sion and airport advertising as 
well as literature for its own 
staff and partners. 



PHILIP COGGAN 

GLOBAL INVESTOR 


New hope for 


old 


values 


T*mm Newton has been proved 
wrong for the past few years, 
in stock market terms at least 
What goes up has not come 
down; tommuIuhi ingesting 
has been a highly successful 
strategy. 

It is, of course, a gross 
oversimplification to divide 
the world into “value” 
investors, who believe in 
buying stocks that have frillsn 
in price, and “growth” - or 
momentum - investors, who 
buy stocks that have gone up. 

Hie growth camp has 
generally had the best of it in 
recent years. Many of the 
market's beet performers have 
been shares that would not fit 
easily into a value portfolio; 
either ■‘new Nifty Fifty" 
multinationals, such as 
Coca-Cola, trading on 
aggressive price- earn i n g s 
multiples or internet 
companies, often showing no 
earnings at afl. 

Value investors have been 
cast adrift. Old valuation 
standbys seem to have been 
abandoned. Who cares about 
dividend yields when 
companies are making share 
buy-backs, and dividends are 
seen as tax-inefficient? Who 
bothers about asset values in 
an economy dominated by the 
service sector? The kind of 
companies thrown up by value 
measures - engineers and 
other cyclical industrials - 
.have struggled in the face erf 
global competition. 

The same rules have apphed 
to asset allocation, UK 
institutional investors have 
been underweight In the US 
marker far years on the 
grounds that Wall Street was 


overvalued and must start to 
ML Until July, New York 
defied the sceptics and kept 
going up. Those who saw 
recovery plays in Japan, at 
virtually any time over the 
past five years, or Asia, at the 
start of this year, have been 
disappointed. 

But the tide could finally be 
turning. Some erf the stocks 
that have been among the 
most heavily battered in the 
correction since world markets 
peaked in mid-July, have been 
the mmnanhim investors’ 
favourites. 

If one looks at the S&P 
Composite in the US, the 20 
best performers between the 
start of 1995 and the market 
peak in mid July included the 
likes of Dell Computer, 
Microsoft and Travelers. By 
August 3, those 20 stocks had 
dropped by an average of 21 
per cent, compared with a 1&5 
per cent fall in the index itself. 
Ifce top performers of 1398's 
first half have also lagged 
behind Ihe index. 

One problem with both the 
momentum and the growth 
schools is that the price of 
failure for individual stocks is 
high. Once a stock starts to 
fen, it loses its momentum 
attractions; the trend followers 
start to desert it, forcing the 

price down further and 
creating a downwards spiraL 
Sfanilariyfor growth stocks, - 
the penalty for earnings 
disappointment can be savage; 
not only do estimates for 
future oarntng ^ tterftrw but 
rating attached to those 
earnings falls sharply. 

In the UK. the two best 
performing sectors since the 


market peaked on July 20 have 
been water and electricity, 
which traded on price-earnings 
ratios of just ll and 25 before 
the correction. The worst, oil 
exploration, traded on an 
aggressive p/e of 3S. 

But for the tide to turn 
decisively in favour of the 
value school, small companies 
may need to snap out of their 
slump- The Russell 2000 to the 
US and the FTSE SmallCap 
Index have both fallen more 
than 25 pm- cent since their 
spring peaks. 

Value investing is not 
synonymous with small-stock 
investing. But the S&P 500 and 
the FTSE 100 index now stand 
at significant p/e premiums to 
their respective markets 
thanks to the strength of the 
multinationals, momentum 
stocks and the growth of index 
funds. Hence, value is more 
likely to be found among the 
minnows. In the current 
climate, where events in 
emerging markets have 
persuaded investors to avoid 
as much risk as possible. It 
will be hard for smaller stocks 
to rebound. Blue chips will 
appear the safest option. 

Value investors may have to 
concentrate on the more 
defensive giants. But at least 
they know the growth and 
momentum stocks will be 
taking a hammering That 
should even the score a bit 

Oddly enough, one of the 
most exhaustive investment 
surveys, by Jim 
O’Shan ghnessy, who studied 
the US market for 40 yeans. 
Found both methods can be 
successful. So there is hope for 
everyone. 


Who's taken 
the most 
enterprising 
view of 


iy hijrr; ed_ 

3*u/ ftus 
rtcor-t/ed 



investment in 
high growth 
IT companies. ? 


Apase P a mun Ventures. We have just 
invested £22.5 million in Eyretei, one 
of Britain fastest growing companies, 
tn purchase existing shares and inject 
new capital. Winner of the 1997 
Virgin/Sunday Times Fast Track 100 
award, Eyretel has achieved annual 
compound growth of 2 1 5% through its 
two businesses, Call Centre Solutions - 
a global leader in voice recording and 
call analysis software - and Realscape - a 
leading edge video conferencing and tv 
distribution company. 


Eymcl is die latest of our early stage 
investments in Europe's last growing 
hi-tech companies. 
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INTERNET COMMERCE 'DIGIBOXES' TO PROTECT CONTENT PROVIDERS’ COPYRIGHT WHILE 'ELECTRONIC PURSES' OFFER F 


Nat West links with US technology 


By Christopher Brawn-Homes • 

National Westminster Bank 
will this week unveil a stra- 
tegic alliance with a US tech- 
nology group in a move 
which significantly increases 
its ambitions in the fast- 
growing electronic com- 
merce market 

The bank claims its link 
up with InterTrust Technolo- 
gies of California, will make 
e-commerce over the inter- 
net more secure. 

It says companies offering 
music, publishing, software, 
education and other services 


wm be able to place their 
work on the net with greater 
protection against piracy or 
' illegal use. £ 

“We are . very confident 
this is going to be a success. 
It could become like the 
Intel Inside' logo on PCs," 
said John Paddick, commer- 
cial development director of 
NatWest Card Services. 

According to one estimate, 
the value of intercompany 
services traded over the 
internet is expected to grow 
from $8bn in 1997 to $327bn 
in 2002 in the US alone. 

The new service combines 


InlsiTrust's technology with 
NatWesfs expertise In pay- 
ment services. 

NatWest says a system of 
secure containers - or Digi- 
tizes - will give content 
providers greater control 
over the information they 
put on the net The software 
helps protect their copy- 
right and allows them to set 
the conditions and price at 
which the boxes are 
accessed. 

It also makes it possible, 
subject to data protection 
laws, for suppliers to gain 
more information about who 


is buying their products and 
how they, are being used 
than is generally possible at 
the moment 

Users, meanwhile, will be 
able to pre-load an electronic 
purse, and buy Items on the 
net without needing author- 
isation for each transaction. 
They will also gain addi- 
tional for pay-per-use and 
pay-per-view. 

There will be no “mini- 
mum spend" and payment 
will be possible in one or two 
currencies. In due coarse, 
customers will gain multi- 
currency payment options 


and may be able to make 
purchases on credit - 

Trials of the service will 
take place this autumn, with 
the global launch expected 
early next year. 

Mr Paddick said: "The 
development of electronic 
commerce over the internet 
hag been inhibited by con- 
cerns over integrity, security 
and . control This solves all 
three," he added. The bank's 
investment in the scheme 
runs into millions of pounds, 
but is not thought to «rrggd 
£10m. 

Victor Shear, chief execu- 



tive aM’fodnaSr frf Inter- 
Trusty said: “We .are very' 
happy with our strategic alli- 
ance. with NatWest, -because 
of their worldwide presence, 
technology leadership and 
expertise in facilitating 
global, multi-currency com- 
merce." : “"■■■ 

. Two weeks ago; NatWest 
unveiled another- innovative 
product - an info rmati on ser- 
vice called Zenda NatWest 
staff will act as a on&stop 
shop sifting guidebooks, 
directories, listings and the 
Internet to finH Information 
customers want 
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By Kenneth Gooding, 

HHnkig Correspondent 

Billiton, the metals and 
minin g group that has been 
the worst performing share 
in the FTSE 100 Index this 
year, can start rebuilding its 
Image today, when it reports 
its first full-year results 
since listing in London last 
July. 

Investors who contributed 
□early £ibn when the com- 
pany was spun off from Gen- 
cor of South Africa, already 
have two heartening news 
items to mull over. 

Brian Gilbertson, who has 
been widely criticised - be 
insists unfairly - for being 
Billiton's “absentee chair- 
man," by spending too much 
time in Johannesburg with 
other companies, announced 
on Thursday that he is to 
give up the chairmanships of 
both Gencor and Gold Fields, 
the South African gold min- 
ing group, to concentrate 
entirely on Billiton. 

This closely followed Billi- 
ton’s withdrawal from the 
Sl.5bn auction for Venezue- 
la's aluminium complex, 
CVG. Billiton, and the other 
two members of the only 
consortium left in the bid- 
ding, blamed the state of the 
world economy and global 


financial markets, saying 
this made it impossible to 
prepare an offer. 

Many analysts believed 1 
there were substantial 
long-term benefits if Billiton, 
already the world's fifth 
largest aluminium group, 
had been able to take a stake 
in CVG. “But the market 
didn't like the idea because 
of the potential short-term 
effects,” said Russell Sklr- 
row at Merrill Lynch. 

Billiton still has to deal 
with the disappointment felt 
by some analysts and inves- 
tors that it has not yet put 
its $3bn war chest to work 
by making a substantial 
acquisition. “The knock-out 
corporate acquisition expec- 
ted by the City has failed to 
materialise, and for some 
critics this calls into ques- 
tion the need for the group’s 
□otation in tbe first place." 
said one broker. 

Billiton has Indicated its 
net profit for the year to 
June 30 will be more than 
$445m. Analysts expect a rise 
of at least 30 per cent from 
the previous year’s $335 m. 
and forecasts range between 
$464m and $493m. “They 
might also pull something 
out of the hat, such as a one- 
off $l00m foreign exchange 
gain." suggested Mr Skirrow. 


By Jean Eag te s h a m 

The market value of a 
number of emerging markets 
and Asian investment trusts 
has shrunk so much in 
recent weeks that they are 
likely to be thrown out of 
the FTSE All-Share index 
when it is reviewed in 
December, broker Credit 
Lyonnais I fling has warned. 

This would force tracking 
funds, which atm to mimic 
the Index, to sell the shares, 
sending the trusts' share 
prices down further. 

The trusts which Laings 
highlights include funds 
from big-name managers, 
and include Fidelity Asian, 


Fleming Asian, Henderson 
Far East Income. Invesco 
Asia and Schroder Far East 
All now have a market capi- 
talisation below £58m - the 
hypothetical cut-off point for 
the All-Share, based on 
August 26 share prices. 

The average emerging 
markets investment trust is 
now on a discount of about 
30 per cent following falls, 
since mid-July, of about a 
third in the net asset value 
nnrt mnr p than 40 per cent. in 

the share price. 

The sharp falls In fund 
sizes means some trusts now 
have high costs. WMe the 
management fee varies in 
line with net assets, addi- 


tional expenses such as legal 
and custody fees are being 
charged against a much 
smaller asset base. 

Trusts highlighted by 
Laings as being particularly 
expensive Include the tiny 
Edinburgh Java, where total 
costs are now equivalent to 
11.1 per cent of its £L5m of 
net assets: Aberdeen Emerg- 
ing Asia (costs 4.6 per cent of 
net assets); Aberdeen Latin 
(4Jt per cent) and Brazilian 
(4 per cent). 

The sharp fall in tbe size 
of many trusts also means 
the shares become harder to 
trade and the trust harder to 
market to new investors. 
Very small trusts are not 


attractive to institutional 
investors, which set a mini- 
mum in dollar terms on tbe 
size of holdings they .want in 
their portfolio. A number of 
trusts are now too small to 
quality. 

Credit Lyonnais Laing 
said: "The problem facing 
these trusts is not the fault 
of the manag em en t group. 
However, they should be 
aware that shareholders who 
have seen two-thirds or more 
of the value of their invest- 
ment wiped out,, may how 
view discounts which are 
double what they were a 
year ago and higher total 
expense ratios as unaccept- 
able". 


Yardley may find buyer in days 


By David Blackwell 

A new owner for Yardley, 
the cosmetics company that 
supplies the Queen Mother 
with perfume, could emerge 
this week. 

Talks are scheduled 
between KPMG. the receiv- 
ers. and several interna- 
tional consumer products 
groups with global brands. 
They are likely to include: 
Unilever, which has Eliza- 
beth Arden and Calvin 
Klein; L'Orhal, which owns 
Helena Rubenstein and Lan- 
cume; Revlon of the US: and 
Procter & Gamble, owner of 
Max Factor. 

Tony Thompson of KPMG 


said more than 100 compa- 
nies expressed interest after 
the receivers were called in 
late last month. Ironically, 
the blaze of publicity sur- 
rounding the potential 
demise of one of the. UK's 
oldest companies sparked 
record sales last week, as 
devotees of brands such as 
English Lavender stocked op 
on their favourite product 

“I have been surprised at 
the warmth shown by cus- 
tomers, suppliers and the 
media towards Yardley,” 
said Mr Thompson. "People 
are genuinely interested in 
saving this brand." 

It was a rare situation for 
insolvency practitioners to 


find themselves in. he added. 
“We are quite often flogging 
a dead horse - but that is 
not the case here." 

The company's plan to 
contract out production is 
proceeding, and its Basildon, 
Essex, plant will dose at the 
mid of this month with tbe 
loss of 300 jobs. However, 
stock management and mar- 
keting win stay in Basildon. 

Founded in 1770, in Lon- 
don, Yardley is most famous 
for tbe English Lavender 
brand that is still its best 
seller worldwide. In spite of 
associations with Twiggy, 
the model, in the 1960s. and 
more recently with Helena 
Bonham Carter, the actress. 


it has always had a rather 
old-fashioned Image. 

A relaunch of the cosmet- 
ics range last year featured 
Canadian supermodel Linda 
Evangelista in handcuffs, 
and was aimed at attra c t ing 
a more modern, interna- 
tional clientele. But it failed 
to stem mounting losses on 
flat sales. 

Tbe last reported figures 
for Old Bond Street Holding 
Company, owner of Yardley, 
show pre-tax losses of £9-2m 
($15m) on sales of £89m in 
1996, after losses of £2m in 
1995. Sales last year declined 
farther to £60m, and the 
company remained firmly in 
the red. 


Biotechnology stocks 

Are ..the. dpudsr lifting over tbs UK’s biotechnology sector? 
There certain ly -a pp ears to have been an outbreak of good 
news. Cell^h fofi had two positive announcements on 
treatments for Crohn’s ffisease in the. past fortnight, trigger- 
ing a 28 per cent rise in its stare igdc it Shield Diagnostics. 
Phytopharm ant even British 1 Mcraih- source of much bad 
news in.the past year or so - have also had som e t h i n g to 
crow about - ‘ - 

While it will t ake many more swallows to make a summer 
in this lnssmalring sector, hope i$- growing that it will 
recover from its .current bumble base. Lessons have been 
learnt. " •- 

Several rampants have replaced: founder chief executives 
with more commerdalty experienced managers. More pro- 
jects have the harking of a big pharmaceuticals partner, 
bringing credibility as well as funds and expertise. And 
investors' expectations are being better managed 
CeUtech was quick to point out that tbe drug put on the. 
“fast track” by. the US regulator was still at an early stage of 
development it is crucial that such realism prevails in a 
sector that has been hurt by hype.' 

But -although it is becoming easier to assess biotech com- 
panies fry rational criteria; the tantalising part is their 
technology.. Naturally, they all claim to have new 
approaches to under-treated conditions. As this remains 
difficult to' judge, investors should still spread their risks 
rather than trying to pick a winner. 


The struggle to the death between. Liffe and its Frankfurt 
rival, tbe Deutsche Tenninbdrse is not. letting up. Just as 
Liffe was. starting .to improve its image, under a new head, 
Brian' WlUiamson, and Emerg in g from its defensive bunker, 
tbe DTB jumps another pace ahead. 

Lfffe's ideas about ti ghtening its links with the London 
Clearing -House are not without merit . Strengthening the 
ties between an exchange's front-office and its less glamor- 
ous but essential back-office should lead to savings. If a full 
merger led to a combining of systems and an improvement 
in the settling of contracts, Liffe members would benefit 

But as liffe moves on, so does the DTB. Its talks to expand 
an gristing aiiianra Unking the Frankfort and Swiss deriva- 
tives markets raise the stakes yet further for liffe. 

Lucas Varity looks 
at US and Asia 


By Haig SSnioaab 

Lucas Varity . yesterday 
confirmed it was examining 
a number of potential acqui- 
sitions in tbe US and Asia, 
but analysts doubted the 
Angln- Anip.rir.fln automotive 
and aerospace group would 
announce anything concrete 
this week. 

The company is expected 
to reveal profits of £160m- 
£165m before tax and excep- 
tionals from continuing 
operations when it publishes 
its first-half - figures on 
Wednesday. 


The strong figures, com- 
bined with a war chest of 
about £lbn from disposals, 
has prompted speculation 
LucasVarity is on the take- 
over trail. 

“We are looking at a range 
of acquisition candidates", 
the company said. It 
declined to name specific 
targets but noted a number 
of large US industrial con- 
glomerates were reviewing 
their automotive operations. 
The company confirmed it 
was looking at Mando, the 
South Korean car compo- 
nents group. 


Excellent first half year 
for new and stronger Fortis 


In the first half year of 1998, Fortis underwent a transformation. The largest acquisition in the European 
financial sector was brought to a successful conclusion. A number of measures were taken to make the 
Fortis group more transparent and more efficient Financially, Fortis had an excellent half year. Fortis 1 pro forma 
figures include Generate Bank and Fortis' restructuring. Net profit and earnings per share in ECU both increased 
by 34%. There is no dilutive effect on the earnings per share from the inclusion of Generate Bank. 


Key figures i«» ecu muon 



First half 
year 1998 
flora forma) ” 

First half 
year 1997 
(pro forma) 3 

Increase 
in % 

Fortis 

Operating result 

1,258 

1,062 

18 

Net profit 

886 

660 

34 

Net equity 

10,561 

8,601 * 

23 

Total assets 

Total assets under 

332,787 

298,579 a 

11 

management 

227,765 

204,720 a 

11 


Key figures per share (in local currency) 

Fortis AG share, in BEF 

Net earnings 300 221 

Shareholders' equity 3,570 2,914 * 

Fortis AMEV share, in NLG 

Net earnings 3.64 2.67 

Shareholders' equity 43.41 35.35 a 


li kxb&tg Generate Ban*, farts *3 and RartoAMEV 
21 tnetuOng GanaraJo tort. FatsAG arm Foma AM&t 
Excbdmg otfiar aa ya rafc rii and dvashtvng. 

31 WmmuI 1097. 


Key figures of Fortis excluding Generate Bank 

I'm ECU ntSoni 


First half First ftaff 
year 7998 year 7997 


increase 
in % 


Operating result banking 519 
Operating result insurance 395 
Net profit 607 

Note rf&peKi unueftol 


♦ 


Net profit 

Firat half year 1B94-1888 
in ECU rotoi) 


OperatbiB iwA insurance 
first haH year 1994-1998 
|n ECUmBon) 


Operating result bankfcig 
Fast half year 1994-1988 
0n ECU mSon) 
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1 os pubhlmd lost year 
1 pm forma 
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New and stronger Fortis 

The excellent combination with Generate Bank is an important 
step in Fords’ growth strategy. The position which Fortis 
occupies at present is a strong platform for further growth in 
Europe, the United States and Aria. In the past months, Fortis 
also successfully completed two acquisitions in foe United 
States, of Pierce Notional Life Insurance Co. (pro-need funeral 
insurance) and John A Idem Financial Corp. (small group health 
and managed care services). 

In June, the shareholders of Fortis AG and Fortis AMEV 
approved the broad outlines of structural changes. These will 
result in greater transparency and flexibility on the capital 
market Tbe market recognizes the benefits of the new structure, 
as is indicated by the fact that the price/eamings ratios of the 
two shares aw now virtually the same. 

Other first half year highlights 

- Organic growth (excluding all acquisitions and exchange rate 
differences) of net profit +23% 

* Limited exposure on Asia and Eastern Europe 

* Sale of block of shares: ejaraonlinary realized capital gain of 

ECU 258 million 

■ Extraordinary provisioning ECU 258 million for low interest 
rate risk in life insurance 


iw im ina wtUBT- n w r i 


Forecast 

Fortis' management is confident about tbe profitability 
over 1998 as a whole. However, Fortis is nor providing 
a forecast together with the half-year figures. This is in 
tine with market practice when an equity offering is 
envisaged. 

Insurance 

• Operating result +6% 

• Net profit +8% 

• Insurance premiums +10% 

• Sustained growth in life insurance; accident & health 
undo: pressure, other doth life higher 

Banking 

• Operating result +24% 

■ Net profit +54% 

• Net interest income +4% 

• Net commission income +23%- - 

Investments 

- Funds under management on behalf of clients +13% 

■ Fortis number i asset manager in Benelux; among 
top 10 asset managers in Europe . 


Fortis Is an international group 
which supplies banking. 
Investment and Insurance 
services to prtvate hdtvtduafs and 
businesses. In its home market - 
the Benelux countries - Fortis fa 
one of the largest providers of 
financial services, supplying a 
broad range of financial products 
through a variety of distribution 
channels. In other European 
.countries, as wefl as In the United 
States and Asia, Fortis 
concentrates on specific market 
segments. 

Further Information 
A lull half year report of Fortis 
can be requested at 
Fortis Group Communications In 
Brussels 32 (0)2 220 93 48 
Utrecht 31 (0)30 257 65 48 
>bu can also visit the Forts 
internet site at www.forts.com 




FORTIS 


Solid partners, flexible solutions 
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Dresdner Kleinwort Benson is the For further information, contact 

pre-eminent choice for financial Frankfurt on Tel: +49 69 263 7554 or 

solutions for the electricity sector London on Tel: +44' 171 475 6016; 
worldwide. 
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Issued In he UK by Kleinwort Benson limited, 
regulated by SFA. 

Member of he Dresdner Bank Group. 
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Nissan to set 
up company 
for spin-off 


By Micfliyo Nakamoto In Tokyo 

Nissan, the leading 1 * 3 Japanese 
carmaker, is spinning off its 
automatic transmission 
development and production 
divisions into a new com- 
pany. as part of a global 
business reform programme. 

The new company, which 
Nissan aims to establish 
□ext summer, will take on 
the operations of the auto- 
matic transmission develop- 
ment department and those 
of Its Fuji plant, which man- 
uf act ure s about Im auto- 
matic transmissions a year. 

Nissan also plans to con- 
solidate the operations of 
Jatco, a 65 per cent-owned 
subsidiary, with those of the 
new company to improve 
efficiency in development, 
production and sales. 

Jatco is a leading manu- 
facturer of automatic trans- 
missions. The consolidation 
will depend on the approval 
of Mazda, which owns the 
balance of the company. 

Nissan expects the new 
company, including Jatco, to 
remain a leader in the AT 
market, which is one of the 
mast promising markets in 
the automotive industry. 


Besides Jatco. there are 
only two other big compa- 
nies specialising in auto- 
matic transmission produc- 
tion - Aisin of Japan and ZF 
Friedrichshafen of Germany. 
Together, they dominate the 
market for automatic trans- 
missions not made in-house 
by vehicle makers. 

But global demand for 
automatic transmissions is 
projected to rise by 3m -4m 
units in the years to 2005 as 
more cars in important mar- 
kets such as Europe. Japan 
and the rest of Asia, move to 
automatic transmissions. 

Initial sales for the new 
company, assuming Jatco is 
absorbed, are projected at 
Y300bn ($2.23bn). Nissan 
alms to take a two-thirds 
share in the new company 
and hopes to attract outside 
investors. 

Nissan joins a growing 
number of Japanese compa- 
nies spinning off divisions to 
raise efficiency and cut 
costs. Recently, Toshiba 
announced it was spinning 
off its elevator division and 
Hitachi said it would spin off 
two of its TV and video man- 
ufacturing operations into 
separate companies. 


Lafarge plans 
Asia purchases 


By James Kynge In Beijing 


Lafarge, the French b uilding 
materials group, said at the 
weekend it was planning 
several acquisitions in 
south-east Asia and a new 
cement plant in China, in a 
drive to establish itself as 
one of the region's leading 
industrial corporations. 

“[Asia's economic} crisis is 
an opportunity to build a 
stronger position in Asia,” 
said Bertrand Collomb, 
chairman of the group. The 
company was negotiating 
acquisitions in ( the Philip- 
pines. Thailand. Malaysia 
and Indonesia, but it gave no 
further details. 

In China, the group aims 
to merge its interests in a 
new holding company which 
will eventually be listed, per- 


haps in Hong Kong or 
Shanghai- 

Lester Lim. vice president 
for finance, said Lafarge 
would seek investors for the 
holding company over the 
next few months. Lafarge 
will own at least 51 per cent 
of the company which will 
be capitalised at about $250m 
by the end of the year. 

Mr Collomb also 
announced that the company 
had obtained state-council 
approval for the construc- 
tion of a $l50m cement 
plant, with an annual capac- 
ity of 1.3m tonnes, in the 
south western Chinese prov- 
ince of Sichuan. 

Lafarge also planned to 
more than triple the capacity 
of its existing cement plant 
in Beijing from 300,000 
tonnes to nearly lm tonnes. 


More questions for peer 


By Jimmy Bums 


Lord Moyne, the Guinness 
peer, is to face further ques- 
tioning by Swedish prosecu- 
tors over the alleged 
SKr485m ($6im) fraud last 
year at Trustor, the Swedish 
investment company. 

Bo Skarinder. the Swedish 
state prosecutor, said at the 
weekend that he planned to 
meet Lord Moyne in Novem- 
ber and December, and his 
former business associate, 
Lindsay Smallbone, at the 
end of this month. 

“My investigations are 
continuing. We shall see if 
they [Lord Moyne and Mr 
Smallbone] are going to con- 
tinue to co-operate in the 
future. I have not made up 


my mind whether to seek 
their extradition," Mr Skar- 
inder told the FT. 

He was speaking after 
three days of interviews 
with Lord Moyne in the 
Swedish Embassy in Lon- 
don. their first meeting since 
Mr Skarinder’s decision last 
month temporarily to halt 
extradition proceedings 
against the peer and Mr 
Smallbone. 

Lord Moyne and Mr Small- 
bone, who also face civil law- 
suits for damages from Trus- 
tor shareholders, have 
indicated they would not 
travel voluntarily to Sweden 
to stand trial. They deny any 
wrongdoing, maintaining 
they acted on behalf of three 
Swedes who deceived them. 
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SCHRODER JAPANESE WARRANT FUND LIMITED 

International Depositary Receipts 
issued by Morgan Guaranty Trust Company of New York 
NOTICE OF AN EXTRAORDINARY GENERAL MEETING 
NOTICE is hereby given that an Extraordinary General Meeting ot 
Schrader Japanese Warrant Fund Limited wiM be held at 10.15 a^n. on 
11 September 1998 at Barfield House, SL Jtfan's Avenue, St Peter 
Port. Guernsey. Channel Islands GY1 SOL tor the purpose of 
considering and , If thought fK, passing the following Resolutions: 
Special Resolution: 

1. To confirm that the Special Resolution put to the Extraordinary 
General Meeting of the Company “that the Company be wound 
up* on 12 August 1998 be passed. 

Ordinary Resolution: 

2. The appointment of Messrs Michael Roland Bane and Stephen 
John Le Page as Bquidators of the Company. 

Registered Office: 

Barfield House. By Order of the Board 

St JuSan's Avenue Schrodg Investment Man a gemen t (Guernsey) LrnAad 
Guernsey Secretary 

St Peter Port 

GY130L 

VOTING ARRANGEMENTS FOR IDRMOLDERS: 

IDR- Holders who wish to vote must Mow the foBowtng procedure: 

If the IDRs are held in an account with Eurodear or Cedfll. IDR- 
Hokfers must contact Eurodear or Cedel Instructing them to block the 
IDRs in the IDR-Holdert account until conclusion of the meeting and 
specify the manner (n which the votes attributable to the IDRs should 
be east 

If the IDRs are not hard throu^i Eutocfear or Cedel. I DR -Holders must 
ensure that their voting Instructions, together with either their IDRs or 
their bank’s confirmation of deposit (Including IDR serial numbers), 
reach the Depositary at the latest on September 9, 1998 at noon at the 
address given below (attention Patricia Davreux • Capital Markets 
Support - telephone 3&Z547.31.47). 

Copies of the Annual Report are □ variable from the Company's 
registered office and the Depositary at the address indicated below. 
Depositary: Bank Brussels Lambert 

24. Avenue Mambc, 1000 Brussels 




Kvaerner chief in fight to justify* 
continuing confidence of his board 

The Anglo-Norwegian group’s promises must be kept, say Valeria Skokf and Tint Burt 


E rik Tonseth. Kvaerner 
chief executive officer 

and president, is facing 
one of the largest challenges 
of his 10-year reign at the 
helm of the Anglo-Norwe- 
gian engineering and ship- 
building empire. 

Under his leadership. 
Kvaerner's market capitalis- 
ation on the Oslo bourse has 
been halved, and since the 
beginning of this year its 
share price has consistently 
underperformed the Norwe- 
gian Total index. 

The malaise was com- 
pounded last week, when Mr 
Tonseth announced “highly 
unsatisfactory" first-half net 
profits, which, fell by more 
than 60 per cent compared 
with the first half of 1997. 

Given that scenario. It is 
no surprise that analysts in 
Norway have begun talking 
of Mr Tonseth ’s corporate 
obituary. And several 
observers have pointed out 
that be probably owes his 
continued presence heading 
the company to the histori- 
cal reluctance of Norwegian 
boards to dump chief execu- 
tives who do not deliver. 

If Mr Tonseth is to justify 
the continuing confidence of 
his colleagues, he must 
deliver on Kvaerner's prom- 
ise to become debt-free by 
2000 and dispose of NKrl2bn 
($l.6bn) in non-core assets. 

Kvaerner’s softly-spoken 
chief executive clearly 
believes he has been judged 
solely on the evidence of a 
miserable share price. 


“I don’t say there isn’t 
anyone else who can run 
this company, and the share 
price is uncomfortable,” he 
admits. “But the important 
thing is to keep one’s head 
cool and not do stupid things 
in the short term." 

His latest plan, unveiled 
with the interim results, is 
to reorganise the group's 
seven divisions into four 
more focused business arms. 

The largest wfll be engi- 
neering and construction - 
to be run by John Fletcher, 
the current group bumness 
director - comprising Kvaer- 
ner's process, metals and 
construction operations with 
a combined annual turnover 
of NKr35bn-NKr40bn. 

An industrial products 
division has also been cre- 
ated under Jan Magne Heg- 
gelund, until now chief 
financial officer, to combine 
the non-engineering metals 
businesses, pulp and paper 
and hydro-power company 
Kvaerner energy. 

The oil and gas division 
remains largely untouched, 
as does shipbuilding. 

All this sounds like rear- 
ranging the stock alter much 
of it is past its sell-by date. 
But Mr Tonseth denies the 
reshuffle was a last ditch 
defensive effort to thwart 
possible takeovers. 

He says the group has 
been talking internally 
about the new organisation 
for more than two years, fol- 
lowing its £900m ($1.5bn) 
takeover of T rafalg ar House. 


For a company of this size, 
however, two years is too 
long for most institutional 

shareholders - especially 
those looking for better 
short-term returns. 

“It was our mission from 
day one when we bought 
Trafalgar House to make a 
separate engineering and 
construction business," says 
Mr Tonseth- He explains the 
delay by saying that Kvaer- 
ner first had to "stabilise" 
Trafalgar House. 

That raises as many ques- 
tions as it answers, particu- 
larly concerning the motives 
for acquiring the UK group 
in the first place and failing 
to be more brutal in strip- 
ping out costs. 

By concentrating on inher- 
ited problems, Mr Tonseth 
also appears to be turning a 
blind eye to the rather press- 
ing problems in his ship- 
building division - now 
under the control of the 
tough-talking Martin Saari- 
lcangas. who previously ran 
the Kvaerner Masa shipyard 
in Finland. 

Profits in that business 
have been hit hard by cost 
overruns and delayed orders. 
Some of the yards are too 
small or their order books 
too lumpy to retain a place 
in the group - not least 
Govan in Scotland. A 
smaller, leaner shipbuilding 
business would certainly 
promise better returns in the 
long run. 

Meanwhile, the oil and gas 
division has been given a 


longer period to prove itself, 
mainly in the hope that 
NKr450m in annual cost 
redactions planned in the 
Norw eg ia n area of the busi- 
ness will im pro ve margins. 
But at a Hmp of volatile oil 
prices and delayed North 
Sea investments, cost- 
cutting will almost ce rtainl y 
not be enough. 

Nevertheless. Mr Tonseth 
believes the key to improv- 
ing the bottom line wfll be 
the debt reduction scheme. 
The company has sold 
enough non-core assets to 
cover the acquisition of 
Trafalgar House, including 
tiie assumption of debt. 

The NKrlZ052bn in cur- 
rent net interest-bearing lia- 
bilities steins from pre- 
Trafalgar House debt, be 
explains, and new ones 
taken to grow the business. 
But whether Kvaerner is 
saddled with old debt or new 
debt is largely academic, it 
«eKU remains too onerous for 
a company of this size. 

K vaerner has said it will 
sell non-core assets to 
achieve a 0-8 per cent 
net debt to equity ratio by 
the year-end and add 
NKiZ2bn in working capital 
in the next six months. 

The company hac already 
agreed a conditional sale of 
its prime City of London 
development site at the Bal- 
tic Exchange, and hopes to 
begin marketing another 
London site, Chiswick Park, 
toward the end of the year. 



* 


Erie Tonseth: foe important thing is to keep one's head 


Other assets earmarked 
for sale Include the US 
house-building activities. 
John Brown Plastics Machin- 
ery and the ship equipment 
business. 

However, Mr Tonseth was 
talking about withdrawing 
from some of these areas two 
years ago. and has still to 
address the "other business" 
division, which includes fish 
processing and HeavyLift. 
the cargo airline. 

Given Kvaerner’s record 
on disposals, it remains to be 
seen whether the market 
will share Mr Tonseth’s view 
that sale proceeds will help 
reduce the debt burden. 

The question is whether it 
shares his optimism. On the 
day of the restructuring 
announcement last week, 
Kvaerner’s stock fell 22 per 
cent 

Mr Tonseth says this was 
not a verdict on the pro- 


posal. but an over- reaction 
to “groundless rumours con- 
cerning possible liquidity 
problems with the banks". 

Further rumours concern- 
ing a re-evaluation of its -4 
large oil and gas projects 
the Norwegian sector and 
fears of losses on Australian 
contracts even prompted 
Kvaerner to issue a stock 
exchange statement denying 
any liquidity crisis. 

The bearish sentiment 
concerning Kvaerner, how- 
ever, is not merely fuelled by 
market rumours. It reflects 
the view that the company is 
too broadly spread and over- 
exposed to cyclical indus- 
tries. and volatile parts of 
the world at the wrong time. 

To reverse that view, Mr 
Tonseth will have to prove 
that he really is committed 
to reducing the debt load 
and improving the bottom a 
line. P 


New broom gets to grips with Avesta Sheffield 

Stuart Pettifor has embarked on a cost-cutting programme and vowed to shake-up the management, writes Tim Burt 



Market 

movers 


S tuart Pettifor bas some 
harsh words for the per- 
formance of Avesta 
Sheffield. The burly chief 
executive of the Anglo-Swed- 
ish stainless steel group, 
appointed a year ago to turn 
round the business, sprin- 
kles his assessment with 
expletives. 

His invective reflects deep 
dissa t isfaction with the cost 
base and profitability of the 
group, formed by the 1992 
merger of Sweden’s Avesta 
and British Steel’s stainless 
steel operations. 

At the time, it was hoped 
the enlarged company would 
become one of the world’s 
premier manufacturers of 
stainless products, both in 
bulk and specialist grade 
steeL It would give British 
Steel the hot-roll capacity 
lacking in its stainless 
operations, while promising 
a greater customer and dis- 
tribution network for 
Avesta. 

The industrial logic 
remains compelling but for 
six years the merged busi- 
ness - 51 per cent owned by 
British Steel - has struggled 
to deliver significant profits 
growth. 

Mr Pettifor, previously 
managing director of British 
Steel’s sections plate and 
commercial steels division, 
says that is about to change. 
After, reporting first-quarter 
losses of SKr324m (S4lm) last 
month, he has embarked on 


a cost-cutting programme 
involving more than 1,000 
job losses - 13 per cent of 
the workforce - and vowed 
to shake-up the management 
structure. 

"This company has not 
had a cost base good enough 
to keep up with the opposi- 
tion. We must close the cost- 
base gap in all the busi- 
nesses,’’ he adds. 

That effort, expected to 
take two years to complete, 
will focus on reducing over- 
heads in scrap and raw 
materials, and in sales, dis- 
tribution and marketing. 

As a first step, the com- 
pany has decided to transfer 
heat treatment work from 
Sheffield to Degerfors in 
Sweden, with the loss of 100 
jobs in the UK, and to put its 
small tube operations in 
Wales up for sale. 

It has also mothballed its 
Baltimore melt shop, 
acquired in 1995 at a cost of 
SKi332m. Privately. Avesta 
officials describe that deal as 
a disaster and question the 
group's long-term commit- 
ment to the US market, 
where overcapacity and 
price pressure is endemic. 

Against that background 
and turmoil in Asia, Avesta 
Sheffield is expected to con- 
centrate on increasing its 
market presence in Europe 
but even there, its cost base 
is way above its rivals, led 
by Finland’s Outokumpu 
and Spain's Acerinox. 

Avesta Sheffield’s over- 
heads, measured on a wages- 
to-sales basis, stand at about 
16 per cent, compared with 8 
to 9 per cent at its main com- 
petitors. 



Mr Pettifor is committed 
to addressing that, not least 
by removing layers of man- 
agement and cutting jobs on 
the shopfloor. 

Sales and marketing will 
be made more directly 
accountable to managers of 
nine new business areas, and 
areas such as human 
resources will be integrated 
under one executive at the 
Stockholm headquarters. 

"We have had to refresh 
the senior management team 
with outside recruitment." 
says Mr Pettifor. “The old 
structure was very confused 
and establishing profit 
responsibility was difficult” 


A more streamlined organ- 
isation is certainly desirable 
but many industry analysts 
believe it will not address 
Avesta Sheffield’s fundamen- 
tal problem - the excessive 
cost of running a business 
spread across too many 
plants In too many regions. 

Unlike Outokumpu, 
Avesta does not have fully 
Integrated hot roll plants. It 
has to ship steel slabs pro- 
duced in Sheffield to Sweden 
for hot rolling, and then 
transport steel coil back to 
the UK for onward distribu- 
tion to customers there and 
in continental Europe. 

“To be really efficient, this 


company needs melting 
shops, hot rolling and cold 
rolling all on one site,” says 
Catarina Ihre at Deutsche 
Morgan Grenfell in Stock- 
holm. “Sooner or later, 
Avesta will have to decide 
whether it wants to invest 
the large sums necessary to 
have an integrated facility." 

Although Mr Pettifor 
claims the group has sharply 
reduced transportation costs 
between Sweden and the UK. 
it still represents an addi- 
tional expense of SKrl30m a 
year. All that could be 
avoided if it invested in hot 
rolling facilities In Sheffield. 

However, that goes to the 


root of Avesta Sheffield’s 
dilemma. British Steel 
helped engineer the merger 
specifically because it lacked 
hot-rolling facilities in Shef- 
field and was unwilling or 
unable to invest in them. 

Although European 
demand for stainless steel is 
growing. British Steel is 
unlikely to sanction such a 
large investment at a time of 
intense price competition 
and overcapacity. Yet ana- 
lysts argue that is what is 
required if Avesta Sheffield 
is to achieve the underlying, 
margins of 10 per cent 
enjoyed by Outokumpu and 
Acerinox. 

“Without an integrated 
production base it is doubt- 
ful whether they will ever 
match the Finns or Span- 
iards, and I am not sure 
shareholders are willing to 
put in that kind of money.” 
says one analyst 

Given such uncertainties, 
it is not surprising that the 
shares have fallen from a 12- 
month high of SKr75 .to 
about SKr25. Avesta Shef- 
field has to prove that Its 
Anglo-Swedish production 
base can deliver genuine 
profit growth - even before 
transport and logistics costs. 

That will be an expensive 
and lengthy task. But Mr 
Pettifor says it is time to 
begin. “This will not be a 
one-time hit. We have 
worked to bring about 
change but there is more to 
follow. Avesta Sheffield Jk 
wants to take part in the A 
growth in the market, and r 
we are working on an invest- 
ment strategy for the 
future,” he says. 


CROSS BORDER M&A DEALS 


BIDDER/INVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 

Handstand (NTands) 

Strategic Solutions (US) 

Business srves 

$650m 

Stepping up push 

Pstronas (Malaysia) 

Engen (SA) 

Ofl & gas • 

5633m 

Tepid response 

Vodafone (UK) 

BellSouth NZ (NZ) 

Mobile tefecoms 

$41 3m 

Compfementay 

AppSed Power (US) 

Rubicon (UK) 

Engineering 

$342m 

Global move 

fovesfootp (Bahrain) 

Leica Geosystems (Switz) 

Measuring systm 

$3i2m 

Lancet exits 

Ashanti Goldfields 
(Ghana) 

Samax Gold (Canada) 

Mining 

SI 35m 

Gold development 

Power-One (US) 

Matcher (Switz) 

Bectrortra 

$53m 

MBO exit 

Photobition (IRQ 

Katz Digits (US) 

Business srves 

550m 

Graphic growth 

National Express (UK) 

Crabbee-Harmon (US) 

Transport 

S37.5m 

US bus debut 

Royal Dutch/Shel (UK)/ 
NTands) Taxaxo (US) 

JY 

OS 5. gas 

n/a 

Downstream deal J 
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LEGAL NOTICES 


IN THE MATTER OF 
MERSXLEKE LIMITED 
AND 

IN THE MATTER OF THE CYPRUS 
COMPANIES LAW CAP 113 
IWsb eKMBn im im ibe crofctoa of 

lb* above-named conpmiy which h bring 

»otanrfly wouoi op an required m «* before 

be KAd^ cd October 1 198 Ei tend is die* full 
namm. dieir rt l mm and dereriptaom, fall 

particulars of iberr debts or eta ms ud the 

names soi addresses of there ntiomrs rtf arret 
U the imdetsigBed Mr Dae* N (henilDpautos. 
PCA of fticeraetbnneCDopea. Mi Hearn. 

3 Th Dervts Street. PO Bas 1611 CY-I59I 

Nicosia. Cyprus, the liquidator of she Said 

LBXhfjoi 


Ann Ac aid Dtpldarf . to cone in ad pm 

■bar said ddds or chime re neb time and {dace 

*» Aril be qxdfod in mdt irax. or in defab 

thereof (be. be orinfcd fan the knefh 

of any ritn i iUt iit w aside Mac such debts are 


Dared das 7th day of September IW6 

Diaos N Papadopoukc 

Coopen ALabrmd 


in the matter of 
LONGWAVE LIMITED 
AN D 

IN THE MATTER OF THE CYPRUS 
C OMPANI ES LAW DUMP 
Nonce S HESEXT czvra dm ihe casbaon of 

Ibe above-named cumpany which is bang 

rahnorily twnnd op are tembad an cr hebe 
Ibe Mh day of OaNcr IWS » send fa their fuO 
nano, iheir addresses and ikwiptiunx Ml 
panimlan of [bar debts or chins ad the 
□ores and atttses M Aar retUdCxs lif 3ay) 
® dr BOderiTgroJ Mr Didos N fMadopoakts. 
KA of Iri cr uaw tr ii reC oo p e n - Julia Huge. 
3 Hi Oerefa Street. PO Boa 1612. CY-1391 
Nieoia. Cyprus, ibc liquidator of the said 
axcQay.taa if to mqremj b* aomae in writing 
tan the mat bptdarer. sieamr « and pm 
tbrir said tk*e ordains at sudt tone and tdree 
as shall be speofiol b soeb ooaiee. tv at AAA 
thereof they wfll be nducfcd tan dr beads 
rf sty disa&s*an au± before «h tfcfas «e 
pored 

Dated thi 7tfa day of Sqtetrter IW 
Km N Papfepadta 
CfeppBsJtlAbSBd 
UquArex 


CREDIT LOCAL DE 
FRANCE - CAECL SA 


ITL 200000000000 
ITUDB1 UborJJnfoud 
Notres due 2002 
SERIES NO. 1 16 TRANCHE 
NO.! 

The nows vnl bear inchest at 
5.IO078X per anmen fbr die 
interuR period from and bidudhs 
7 September 1 998 to but exdwSng 
3 March 1999 {181 daps). Interest 
payable vahre 8 March 1999 vrit 
iraoux ro m. 1 28536 per RL 
XOOaoOO note and ITL >489464 
per ITL 50000000 note. 


Gkrbai Agency and Trust Services. 
Citibank, NA. London 
7 September 1998 
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UDDELTON LOOTED 
KKUMMOOM 
Ploatisu RaSc Bands daeZOM 


nKTOonrorontnuiiMUJiBinn 

tWaSWeryamla a, uwm imal 

fare la Iis—Sut. ure p SO PAw>. tan 

two Oiks lalWw Ac lesmu iKSklaa 

Ure dMKfaaare hiampmreicm 

I* Mobs revs mi mm re kkd warn 

rerun im.no Toada ■ 

<z> 


Tbc FT can help you reach 
additional business readers in 
France. Our link with ihe French 
ta&ine« newspaper, Lcs Echos, 
gives you a unique revniitiocni 
advertising opportunity to 
capitalise on the FTs European 
readership and to (uniter target 
the French busiiicv world. 
For information on rues and 
further deoils please telephone; 

Tbby Fradea-Cmft* on 
-M4 17] 873 4027 



General Motors Corporation 
Nwncc is hereby given Him mulling 
Inert the enpumi't declining nf a 
dividend of MJO (float per share <4 
ibt common stuck nr ihe corporation 
payable un ig September l«g then 
•ill become due in respect ot tbc beam 
depmiury receipts a grou tfaunhvibn 
oT 230 enus per unit. The Jcpmimy 
will give further notice of the sterling 
equivalent oi (be net distribution per 

anil payable aa sod after the 10 “ 
September l«4g. AM claims torn he 

accompanied b» n campinrd claim lm 

nil USA lax declaration nbtuiMble 
from ibe depository. Claimant* other 
thin UK banks and members of the 
Stock Exchange too lodge their bearer 
deposit receipt, fur marhing. Postal 
enims eunoc be accepted. 

Bsreltya Bji* PLC 
8 Angel Court. London. 6C7R 7HT 
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Secondary offering 
US$6.9 billion 

Joint Global Coordinator and Bookrunner 
1998 Spain 
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INTERNATIONAL 

Powernet 

Financing the acquisition of the State of 
Victoria's electricity transmission network 
US$1.3 billion 


Arranger 


Australia 
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VRSkEnergy,inc. 


Enfield Energy Centre Ltd 
Project financing of a 396MW 
merchant CCGT power plant 
£220 million 

Co-Arranger and Underwriter 
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Compoahia do 
Batnctdadudo 
Estate da Baltla 


Sale of 66% stake in Coelba to a 
consortium led by Iberdrola 

US$1.6 billion 

Financial Adviser to the Government of 
the State of Bahia 
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Sale of stakes in four electricity 
distribution companies 
CAESS, CLESA, DELSUR & EEO 

US$586 million 

Financial Adviser 


El Salvador 



Matrai Eromu Rt 
RWE Energie AG 
Energie Baden Wiirttemberg 
Rheinbraun AG 

Financing of the retrofit and upgrade of 
an 800MW coal-fired power plant 
HUF45 billion 
Lead Arranger 

1998 Hungary 




Southern Energy Holding 

Acquisition of a 26% stake in Bewag 
and related financing 

DM1.1 billion 

Financial Adviser; Arranger, Underwriter '^id Agent' 
1997 Germany 




Beijing Datang Power 
Generation Co. Ltd 

Rrst Chinese state-owned enterprise 
to list its H-shares in the UK 

US$462 million 

Joint Lead Manager and Sole Sponsor 
1997 China 




Entergy 


Saltend Cogeneration Company Ltd 
Project financing of a 1200MW 
merchant CCGT power plant 
£646 million 

Co-Arranger and Underwriter 




Privatisation of the generation, 
transmission and distribution assets 

US$1.4 billion 


Joint Adviser 


1997 

Argentina 
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Kyushu Bectric Power Company 
Bearer Bonds 
DM 500 million 


1998 

Bookrunner 

Japan 

■H 
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Merger with 1VO 

Financial Adviser 

1996-1997 

Finland 
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The powerhouse. 
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Issued in the UK by Kteinwort Benson Limited, 
reflated by SFA. . 

Member of the Dresdner Bank Group. 
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Templeton seeks to Battle coirimefl 
block Petronas offer 





From tomorrow the traditional Chi< 

By Wkki Tait more “normal" 


By Louise Lucas 
in Hong Kong 

Templeton, one of the 
biggest investors in emerg- 
ing markets, is seeking to 
block the proposed takeover 
of a South African oil com- 
pany by Petronas, Malaysia’s 
state oil company, claiming 
the deal would create an 
unfair playing field. 

The move comes after Mal- 
aysia imposed capital con- 
trols last week - a step that 
has forced several interna- 
tional fund managers to sus- 
pend dealings. Templeton 
has funds in Malaysia that 
are now frozen. 

“It is an uneven playing 
field in that Malaysia is 
holding our assets while 
using US dollars in other 
countries to buy cheap 
assets," said Mark Mobius, 
who heads the emerging 


markets group of Templeton 
Asset Management. 

However, the group - 
which has a 6 per cent stake 
in Engen, South Africa's big- 
gest oQ company - has as 
yet won little support from 
fellow minority sharehold- 
ers, wbicb include Old 
Mutual of South Africa and 
J.P. Morgan Investment 
Management. 

Templeton said other 
minority shareholders are 
awaiting the official take- 
over prospectus, which is 
due to be published today. 
However, they may also be 
attracted by the R23 a share 
price tag. which represents a 
premium of some 20 per cent 
on Friday’s dose, and comes 
as the Johannesburg stock 
market has been caught In 
the emerging markets tur- 
maH 

None the less, Templeton 


believes that the price 
undervalues Engen, and 
reckons the replacement 
value of its refinery alone 
would be $1.2bn, or nearly 
double the R413bn <J663m) 
value that the Petronas pro- 
posal attaches to the whole 
company. 

Sven Richter, an analyst 
with Templeton, said other 
investors were also unhappy 
with the price, but were 
wary of being left with small 
and illiquid stakes In the 
event of Petronas securing 
partial acceptance. “At the 
moment, they are uncommit- 
ted but listening to every- 
thing," he said. 

Engen directors (other 
than those from Petronas) 
have also aired concerns 
that the offer does not reflect 
the “fundamental value of 
Engen. Including over the 
longer term". 


AssiDoman to spin-off 
27% of forestry holdings 


By Greg Metro in Stockholm The deal, which amounts company's share price. 

^ a partis renationalisation Assi’s market capitalisation 

Shares in AssiDoman of Assi’s land assets. Is is about SKrl8bn ($2Jbn). 
lumped 3.6 per cent on Fri- expected to reduce the The cost to the Swedish 
day after the state-controlled state's holding in the com- government - and the exact 


The threat of electronic 
trading has hung over the 
US futures industry - and 
its traditional Chicago base 
in particular - for the best 
part of a year. Tomorrow in 
the wake of last week's deci- 
sion to give regulatory 
approval to the new Cantor 
Financial Futures Exchange, 
it will become a reality. 

That is when the new ven- 
ture - a joint initiative by 
the New Tork Board of 
Trade, one of the smaller US 
futures markets, and Cantor 
Fitzgerald, the big US 
broker-dealer - intends to 
start trading US Treasury 

bond futures, together with 
derivative contracts on 10- , 
5-, and 2-year notes. 

Cantor-NYBOT have not 
got’ this far without a fight 
Thar proposed exchange is a 
direct challenge to one of the 
biggest areas of business for 
the Chicago Board of Trade, 
and the world’s largest 
futures market has mounted 
a strenuous campaign in 
opposition. 

(The size of the business at 
stake was amply 
demonstrated 10 days ago 
when, in the midst of stock 
partrt turmoil, more than 
lm bond futures contracts 
changed hands. Even in 


more “normal” conditions, 
daily volumes ouCBQT are 
typically dose to 500,000 
contracts.) 

But CBOT’s complaints 
about the ownership and 
market implications of the 
new exchange, ’which it 
piafrTMi could be run in Can- 
tor’s Interest, as >rell as its 
warnings about past regula- 
tory misdemeanours at the 

US brokerdealer, have Med 
to cat much ice at . the. Com- 
modity Futures Exchange 
Commission, the US regula- 
tor. 

The commission has 
pointed out that Cantor 
itself will h ave no ownership 
interest in C FFE: ra ther, 10 
per cent of CFFE*s equity 
will be held by the New 
York Cotton Exchange (part 
of the NYBOT) and 90 per 
cent by NYGE members. The 
US broker-dealer’s returns 
from the venture, mean- 
while, will come from foes 
paid by people trading on 
the'usw exchange 

The CFTC has - also 
accepted the various safe- 
guards and governance 
arrangements put forward- 
for the new exchange. And it 
has dismissed as irrelevant 
its own 1997 settlement 
agreement with 'Cantor’s 
futures arm, which cost the 
firm $500,000 and; involved 


jtr >.< re. t 

fegLa£rafeon ; rio]attons and 
chngjBS of dieting -and abet- 
ting fraud. 

CBOT says that, in spite of 
last week's ^etba^, it win 
fight cm. The exchange was 
reviewing “all options, both 
legal and legislative", and 


The new exchange 
Is already claiming 
it can offer 
customers a big 
advantage over 
CBOFs traditional 
pit-based. .- 
trading system 


would take a decision on 
what to do in the homing 
weeks, Tom Donovan, 
CBOT’s president, said on 
Friday. . . 

But for the moment, at 
least, the CFFE would seem 
to have the field clear. The 
new exchange is already 
hiflhwrng it can offer custom- 
ers a big advantage over 
CBOT’s traditional pit-based 
trading system. Fee hptafic 
Will be revealed on Tuesday, 


iiife ^^eetronic opponent - the CFFE 


but Cantor, kac promised 
that the co at' of trading on 
the CFFE will be only 5fl per 
cen^ af that at CBOT. 

Trading hours mil also 
rurriram 7 -30am to 5.30pm, 
longer than .in. the. tradi- 
tional “opsjHmtery’' pits at 
CBOT, aHhmightbe Chicago 
exchange does offer its. own 
electronic trading system 
after-hours. ■ 

Perhaps one of CBOT's 
more justifia ble ji bes has 
been that the CFFE will not 
amount to a “true” 

electronic ^exchange at all. 

Orders flowfhg into the 
market must stiO be phoned 
to “terminal operators", who 
in turn will immediately 
input them into an 
electronic trade-matching 
system. This will use the 


electronic combination 
appeals to customers is a 
question which will only be 
answered over the coming 
months. But there is every 
mgn of interest Cantor, for 
example, says . that about 
1,600 people have already 
been registered to trade, and 
that ‘’hundreds of applica- 
tions are pending". 

These have come both 
from big faturfis trading 
firms and some of Cantor’s 
existing customers in the 
fixed-income cash market. 

News of the CFTCs green 

light last week, the US 
broker-dealer adds, set the 
phones h umming on Friday, 
with at least one large 
futures trading firm seeking 
to add additional names to 
its registered trader list 


same technology that Cantor before Tuesday's launch. 


employs in the cash 
treasuries market ' 

Orders,- meanwhile, can 
only be placed with the TOs 
by peo ple reg istered to trade 
on the CFFE. 

Cantor points out that - 
hybrid or not - the trade- 
matching. electronic portion 
of this process Is at least a 
tried and tested system, and 
robust, it can handle an esti- 
mated 100-160 transactions a 
second, for example, Cantor 
claims. 

Whether this telephone- 


But matters could become 
a good deal more compli- 
cated later this month when 
CBOT is due to extend its 
own electronic after-hours 
trading system into the trad- 
ing day for fixed-income 
derivatives. This will in 
effect give customers a third 
option alongside the regular 
pit trading and the CFFE. 
And at that stage, the 
already bloody battle 
between CBOT and Cantor 
could become even more 
intense. 


Swedish paper and packag- 
ing group unveiled plans to 
spin off 27 per cent of 
its forest holdings to share- 
holders. 

The announcement fol- 
lowed pressure on Assi’s 
management from the gov- 
ernment, which owns 50.2 
per cent of Assi shares. It 
had claimed Assi received an 
over-generous land alloca- 
tion in connection with its 
privatisation under a previ- 
ous administration in 1994. 

The company is to transfer 
900,000 hectares of produc- 
tive forest land, located 
mainly outside its three core 
domestic production areas, 
to a new company, provi- 
sionally named Vasaskog. 

Following the distribution 
of Vasaskog shares to Assi 
shareholders, the govern- 
ment will use part of its Assi 
stake to finance a public 
offer for all Vasaskog stock. 


pany below 50 per cent. 

Analysts welcomed this, 
saying it would improve 
liquidity in Assi shares and 
enhance their appeal among 
investors. 

“It is good news but I don’t 
think we will see a complete 
re-rating of the AssiDoman 
shares," said Catarina Dire, 
forestry specialist at Deut- 
sche Morgan Grenfell in 
Stockholm. 

Assi shares closed up 
SKr6J>0 at SKrl87 in Stock- 
holm on Friday. 

Lennart Ahlgren. Assi 
chief executive, said the 
transaction would realise 
values in Assi’s timber 
assets that would otherwise 
remain locked in its balance 
sheet. 

Analysts said Assi’s entire 
Swedish forest holdings of 
3.3m hectares were worth 
SKr25bn to SKr30bn but 
were under-valued by the 


amount by which the state 
will reduce its stake in Assi 
- has yet to be clarified. 

Assi said the move would 
reduce its annual turnover 
by SKriSXtoL Pre-tax profits 
would decline by SKr400m 
because of increased timber 
sourcing costs. 

Once the spin-off is com- 
plete. Assi's self-sufficiency 
in timber procurement will 
drop from 65 per cent to 49 
per cent. 

Anders Sundstrdm, Swe- 
den's trade and industry 
minister, first announced in 
May that the government 
intended to approach Assi 
about the repurchase of for- 
est assets. 

This followed protests 
from owners of small, locally 
owned saw mills, who 
claimed Assi was discrimi- 
nating against them by 
charging inflated prices for 
its timber. 


INTERNATIONAL BONDS INVESTORS NO LONGER ‘DECOUPLE* REGION FROM CRISES IN ASIA AND RUSSIA 


Latin America gets dose of reality 


Casino makes fresh Salomon 
overseas acquisition hires foui 


By Mak Mulligan hi Paris 

Casino, the French retailer 
which last year fought off a 
hostile takeover bid. is step- 
ping up its International 
push with an acquisition in 
Uruguay. 

The company said yester- 
day it was to take a 50 per 
cent stake in the family- 
owned Disco group, the 
country’s leading food 
r. r. in a deal valuing the 
tar,, it FFr720m (S124m). 

Th*. purchase follows the 
$200m acquisition in Febru- 
ary of 75 per cent of Liber- 
tad. the Argentine supermar- 
ket group and is in line with 
Casino's strategy of growth 
through international expan- 
sion. 

“Our strategy remains 
unchanged: the active pur- 
suit of international develop- 
ment with accelerated 
growth in Latin America, 
Asia and central Europe," 
Christian Couvreux, chair- 
man. said yesterday. 

The group's first-half 
results showed the partial 


consolidation of sales from 
the Argentine business and 
the first full inclusion of 
operations from Poland. In 
the US. the company's big- 
gest overseas operation, 
sales climbed 18.3 cent to ; 
FFrtJBbn. 

However, after accounting 
for new outlets, acquisitions 
and currency factors, the 
increase was 6.9 per cent 
and, at the operating level, 
there was a loss ot FFr9 1 - 2m . 

Analysts said yesterday 
the group's moves towards 
consolidation in the home 
market were paying off. with 
the shares up almost 40 per 
cent since Promodds 
launched its FFr375-a-share 
hostile bid last autumn. 

However, in spite of an 
enthusiastic response to the 
results from analysts and 
brokers, the shares were hit 
by profit-taking and followed 
the Paris market down to 
close at FFr523. 

Net profits were up 35.7 
per cent at FFr555m. while 
earnings per share were 
FFr6.10 against FFr5.CC. 


hires four 
Dresdner 
analysts 

By Bay Harris 

Salomon Smith Barney, the 
US investment bank, has 
hired four analysts from 
Dresdner Klein wort Benson 
in a move designed to 
strengthen its coverage of 
European and UK basking. 

The recruits include 
Simon Samuels. Nick Lord 
and Stuart Young, the UK 
banking team, which was 
rated first in the 1998 Reu- 
ters larger companies survey 
and third in the Extel survey 
of investment analysts. Jer- 
emy Sigee is also joining 
from the German-owned 
bank’s European bank team. 

Salomon’s John Leonard, 
who previously also covered 
the UK. will move to 
full-time coverage of Euro- 
pean banking. Salomon’s 
banking tear*, includes Mat- 
thew Czepliewicz and Inigo 
LecubarrL 


By Jeremy Brant 

Only a few months ago, it 
was fashionable - indeed 
accurate - to speak of Latin 
American debt markets as 
baring “decoupled" from the 
turmoil in Asia and the gath- 
ering gloom in Russia. 

Investors were prepared to 
separate Latin American 
risk from the contagion 
affecting emerging markets 
elsewhere, allowing govern- 
ments to keep their borrow- 
ing plans on the interna- 
tional capital markets fairly 
intact 

Argentina and Venezuela 
eaeh manag ed to pull off a 
band issue, with relative ease 
white' appetite for other 
emerging market paper was 
at an all-time low. 

In the secondary markets, 
T-atrn American bonds were 
trading at far less of a dis- 
count to their par value than 
their equivalent Russian 
benchmarks, which were 
h ump in g along at levels that 
implied sovereign default 

But in the space of a fort- 
night all that has changed. 
The waves of contagion 
sparked by Russia’s default 
and ensuing political crisis 
have hit Latin America, 
scaring away even the hardi- 
est investors. 

Talk of decoupling has dis- 
sipated as key stock markets 
in the region have plum- 
meted and currencies have 
slipped. 


BRITISH VITA PLC 

Successfully blending Engineering and Polymer Technology 


HIGHLIGHTS 

FROM THE INTERIM RESULTS TO 30 JUNE 1998 
^ Profit before tax up 15% to £36.8m 
^ Sales volume growth 9% 

^ 25% return on Shareholders’ funds 
Major portfolio development 




.... a totally flexible and innovative 
approach to polymer processing 


BRITISH VITA PLC. MIDDLETON, MANCHESTER M24 2DB. 
Telephone: 0161 -643 1133. Facsimile: 01 61-653 5411. 

Copies of ihe Interim Report can be obtained from the Company Secretary 
or viewed atwww.vita.co.uk/vtta 


Moody’s Investors Service, 
the rating agency, ivinftrnwi 
the end of decoupling last 
week by downgrading cer- 
tain foreign debt ratings for 
Venezuela and Brazil, and 
reviewing Argentina and 
Mexico for possible down- 
grade. 

“This [development] is 
inco n trovertible." said Rich- 
ard Fox, director Latin 
American sovereigns at rat- 
ing agency Fitch IBCA. "The 
question is how much efit is 
general portfolio adjustment 
by people trying to cover 
themselves for losses in Rus- 
sia or a more long-term 
thing. And it’s really too 
early- to say-which." 1 

However there ar^ some 
implications that - can 
already be drawn. The first 
and mort significant is that 
the cost of borrowing baa 
increased dramatically since 
Russia hit an economic brick 
wall. 1 

The JP. Morgan emerging 
markets bond index. I which 
measures the spread on a 
basket of emerging market 
bond yields over the .bench- 
mark US Treasury yield, 
rose to 1,476 basis points on 
Friday, compared with 850 
basis points almost three 
weeks ago. 

That has potentially seri- 
ous Implications for Argen- 
tina, which has been a deft 
borrower and is the most 
dependent of an the. Latin 
American countries on the 
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international capital mar- 
kets. SG Emerging Markets 
estimates that Sll.lbn in 
redemptions on Brady bonds 
and eurobonds fall due next 
year. This is money that the 
country will be hard pressed 
to find if, as economists pre- 
dict, the region faces a con- 
traction in gross domestic 
product 

Any contraction in the 
Brazilian economy - exacer- 
bated by the expected main- 
tenance of tight monetary 
policy - will automatically 
hurt Argentina, as 40 per 
cent of its exports are 
bought by its larger neigh- 
bour. 


. That will make it more dif- 
ficult to meet Its borrowing 
requirements one fiscal 
quarto- ahead of time, as it 
has managed to do so for. 

And with investor appetite 
for alL emerging market 
asset -classes gone, it will 
also force the country to 
turn to other sources of fin- 
ancing, such as the domestic 
bond market, syndicated 
loans and funds that have 
not yet been drawn down 
from an International Mone- 
tary Fund faculty. 

Tim Love, head of global 
and Latin American emerg- 
ing markets strategy at SG 
Emerging Markets, said 


Argentina has a good reputa- 
tion as a borrower but it 
may not be enough to keep 
Investors interested as its 
external debt of $130bn is 
worryingly high. “They've 
done everything you can do 
in textbook terms when it 
comes to spreading risk in 
debt service and in currency 
diversity. But the Achilles 
Heel Is the absolute level of 
debt," he said. 

Brazil, a less frequent visi- 
tor to the markets, faces two 
problems. It must find a way 
to service about S50bn in 
redemptions and interest 
payments in the domestic 
bond market by end-October. 
while foreign exchange 
reserves are falling. 

Although it has an $80ba 
privatisation programme in 
the pipeline, Brazil cannot 
rely on these revenues in 
current market conditions. 

Mexico, which has also 
been placed on review, has 
no external borrowing 
requirements in 1998 and 
1999 and is thus much less 
affected by the move. 

“Because Latin America 
has been through many cri- 
ses in the past, policy-mak- 
ers have a better under- 
standing and awareness of 
what they need to do at 
times like this,” said Fitch's 
Mr Fox. "Crises are often 
quite good for Latin Amer- 
ica. It forces them to do 
things that they should have 
done anyway." 
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COMPANIES & FINANCE 


N EW S DIGEST 


FINLAND 

Raisio sees Russian 
trade halted after turmoil 

Raisio. the Finnish food and chemicals group, said on 
Friday that deliveries to Russia - its largest export market 
- had ground to a halt because of the economic turbu- 
lence there. The company, which produces the highly- 
rated cholesterol- cutting margarine Be necol. said the lack 
of a rouble exchange rate made trading impossible. 

Raisio said the cessation meant it would probably fall 
short of its forecast of annual sales this year of FM5.5bn 
(Sl -04bn). However, profits were still expected to exceed 
last year’s FM209m. Raisto's Russian sales amounted to 
FM700m last year, or about 12 per cent of group turnover. 
Greg Mdvor, Stockholm 


FRENCH BANKING 


Credit Agricole reassures 

Credit Agricole, the French mutual bank, has brought for- 
ward its first-half results presentation to calm speculation 
over the exposure of its investment banking operation to 
emerging markets. The decision follows last week's review 
of the financial-strength rating of Credit Agricole indosuez 
by Moody's Investors Service, the rating agency, which 
said the bank's activities In Russia and other emerging 
markets had forced it to review Indosuez's “C” financial- 
strength rating for a possible downgrade. However, the 
group yesterday said that even after “substantiaT provi- 
sions for Russia and Asia, the bank would report first-half 
results in line with last year. The results will be presented 
on September 16. Mark Mutiigan, Paris 


EMER GING MAR KETS G OVERNMENT'S 12-MONTH BAN ON SELLING EQUITIES HAS THROWN INVESTMENT STRATEGIES INTO DISARRAY 

Malaysia controls confound fund managers 


Malaysia . 

KLSE Composite 



By PMHp Coggan, markets 
Editor, and Jeffrey Brown 

Malaysia's significant retreat 
from free markets last week 
I bas ushered In a host of 
problems for emerging mar- 
ket investors. The imposi- 
tion of capital and currency 
controls have locked inves- 
tors into a market from 
which many would like to 
retreat- 

initial confusion did not 
help their task. A statement 
I from Malaysian prime minis- 
ter. Mahathir Mohamad. 

I suggested that overseas 
| investors would be unable to 
I repatriate funds if they bad 
[ not held shares for at least 
12 months. 

But on Friday, it became 
clear that managers would 
be unable to repatriate funds 
for 12 months from Septem- 
ber 1, however long they had 
held their investments. The 
I proceeds of any shares sold 
would have to be held in 
Malaysian ringgits, now 
, fixed at M$3£ to the dollar. 

This presented a particular 
problem for open-ended 
funds, such as unit trusts or 
mutual funds, which have to 


sell parts of their portfolios 
to meet redemptions by 
investors. Hence the suspen- 
sion of dealings in Malaysia- 
linked funds by Fidelity 
International, HSBC and Jar- 
dine Fleming. HSBC also 
suspended a regional fund, 
the Tiger Index Trust. 

The restrictions also 
threaten Malaysia's place in 
global stock market indices, 
many of whlcb see liquidity 
as a vital criterion for inclu- 
sion. On Friday. Morgan 
Stanley Capital International 
dropped Malaysia from its 
World and EAFE (Europe, 
Australia and the Far East) 
indices. 

Both the International 
Finance Corporation, which 
runs one of the main emerg- 
ing market indices, the IFC 
Composite, and FTSE Inter- 
national said last week they 
were considering Malaysia's 
position in their bench- 
marks. 

Fund managers face a 
□umber of problems. Those 
index funds that track an 
emerging market benchmark 
will be particularly stuck if 
Malaysia is expelled; they 
will be left with stock that 


Staroe DattsteaoEV 


they do not want and cannot 
dispose of for 12 months. 

Regional southeast Asian 
funds may also have signifi- 
cant Malaysian weightings; 
after all. Malaysia was the 
biggest emerging market not 
that long ago. 

One problem will be that, 
if clients want to redeem 
holdings (and many will, 
considering the weakness of 
Asian markets), they will 
have to seU their non-Malay- 
sian holdings. That will 
increase the weight of Mal- 
aysia within their funds. 


A further problem for UK 
funds could be rules that 
state that no more than 10 
per cent of a portfolio can be 
in ineligible markets. 

Malaysia is currently eligi- 
ble but the new controls 
could change its status; man- 
agers may thus find them- 
selves in breach of the rules 
with no means of solving the 
problem. They have to hope 
that trustees will be under- 
standing. 

There are few obvious 
solutions. The Singapore 
Stock Exchange has traded 


Malaysian shares on an over- 
the-counter basis for some 
time but on Friday, it said it 
would trade them Tor just 
one week more, saying it 
was now impractical to con- 
tinue. 

Fund managers find the 
situation in Malaysia totally 
confusing. “After .Asian con- 
tagion we now have the 
Malay malaise.” said one.. 

Some are resigned to sit- 
ting out the 12-month period; 
others are talking about 
drastic measures, such as 
giving end-investors a sepa- 
rate piece of paper represent- 
ing their Malaysian holdings 
so the rest of the fund can be 
managed normally. 

Edward Goodchild, fund 
manager at Foreign & Colo- 
nial. says he ran down his 
Malaysian holdings to zero 
two months ago. They stood 
at around 5 or 6 per cent at 
the start of the year. Among 
those funds still holding 
positions, he says, there is a 
frantic search for loopholes 
to the capital controls. 

In this respect, dividend 
income could be one of the 
more obvious areas for 
Investors to exploit, says Air 


Cloodchild. The situation in 
Malaysia is ‘Very’ confused 
to say the least”, hut for the 
raomenL it looks ns if divi- 
dends appear to be outside 
the 12-month rule an repatri- 
ation. 

If this is eventually con- 
firmed. then there is a dear 
case for ignoring bonds and 

cash and switching into 
higher yielding shares, says 
Mr Goodchild. 

This could be good news 
for locked-in investors. The 
yield regime in Malaysia is 
relatively attractive, with a 
1998 market yield of more 
than -I per cent compared 
with less than 1 per cent for 
Hong Kong and Singapore 
and around 1.5 per cent for 
Asia as a whole, including 
India. 

Paribas Asia Equity, 
which has temporarily 
suspended all Malaysian 
trading on the grounds that 
it is “too risky”, points to a 
number of good quality yield 
shares, notably lucal off- 
shoots of international com- 
panies. Rothmans and RJ 
Reynolds Malaysia currently 
yield 12 and 6 per cent 
respectively. 



SLOVAKIA 


Insurer stays in state hands 

The Slovak National Property Fund has prevented the 
state losing control of Stovenska Poistovna. the country’s 
largest insurer, by blocking the registration of shares 
issued through a rights issue. At an extraordinary general 
meeting on Friday, owners of 62 per cent of shares voted 
against registering Sk375m ($10. 6m)- worth of shares 
Issued last month, which would have increased toe share 
capital to Sk1.875bn. 

The National Property Fund, which did not participate in 
the rights issue, would have had its sharehoking reduced 
from 50.5 per cent to about 40 per cent resulting in the 
company’s de facto privatisation, in spite of a law banning 
this until after 2003. VSZ, Slovakia’s biggest industrial 
company, would have raised its stake from 20 per cent to 
26 per cent and with allied shareholders would have con- 
trolled dose to 50 per cent of the insurer. 

Robert Anderson, Prague 


FOOD 


Goodman Fielder up 18.9% 

Goodman Fielder, Australasia’s largest food group, 
achieved an 18.9 per cent rise In net profits to A$132.5 _ 
(US$78m) in the year to June, in spite of tough trading - 
conditions, and is seeking acquisitions. The company's 
milling and baking, cereals and snacks, edible oils and 
ingredients businesses all reported stronger earnings. 
However, toe poultry divlston’s profits were affected by an 
over-supply of chicken. Russell Baker, Sydney 


MOBILE TELEPHONY 


Vodafone coy on merger talk 

Vodafone, the UK’s largest mobile telephone group, yes- 
terday refused to comment on renewed speculation that It 
was considering a merger with Aatouch, a leading US cel- 
lular group. Talk of a link-up dates back to 1994, soon 
after Airtouch was spun-off from Pacific Tetesls, toe Call- 
lomlan local phone company. 

Analysts have supported a merger, which would create a 
£40bn ($67bn) mobile telephone group. While both compa- 
nies have significant operations in Europe, overlap is mini- 
mal, with Vodafone strongest in France. Germany and the 
Netherlands and Airtouch in Spain. Italy and Portugal. 

After a year of spectacular share price growth Vodafone 
is valued at £23bn, compared with £19bn for Airtouch. 
Christopher Swarm 


MEDICAL EQUIPMENT 


Smiths Industries eyes US buy 

Smiths Industries, the UK-based aerospace, medical 
systems and industrial engineering group, b in talks to buy 
Biochem International, the US medical equipment manu- 
facturer. Smiths said the deal, expected to value BCI at 
about $83m, would strengthen its range of respiratory care 
products. Christopher Swann 


By fSary Barnes fn Copenhagen 

Denmark’s two largest 
co-operative abattoirs plan 
to merge to form the largest 
meat-processing business in 
Europe. 

The two. Danish Crown 
(DC) and Vestjyske Slagteri- 
erer (VJS) are former-owned 
co-operatives and together 
process about 15.5m pigs, 
about 60 per cent of Den- 
mark’s total production. 


The merger will create a 
group more than twice the 
size of its nearest European 
rivals, Dumeco of the 
Netherlands, Germany-based 
Nordfleisch and the UK's 
Uni gate Malton-Harris. 

The deal will probably 
need approval by the Euro- 
pean Commission, given the 
group’s dominating position 
In the Danish market. The 
Dew concern, which will be 
called DC-VJS. will have 


Danish meat processors announce merger 


turnover of about DKrSTbn 
($5-6bn) and 18,000 employ- 
ees. This will make it Den- 
mark’s second largest indus- 
trial group, exceeded only by 
AP Moller-Maersk, the ship- 
ping, oil and gas group. 

Denmark is the world's 
largest exporter of pig meat, 
which accounts for about 10 
per cent of its export Income. 
DC-VJS alone should pro- 
duce about 8 per cent of 
annual export earnings. 


Since 1997. when produc- 
ers received an average of 
DKrll.60 per kilogram for 
pigs, prices have slumped to 
DKr7.10 this autumn as 
demand has weakened in 
Asia and sales to Russia 
have come to a halt. Mean- 
while, pig production is ris- 
ing steeply in the USA. 

Mr Kjeld Johannesen, 
chief executive officer of 
Danish Crown, who will be 
chief executive of the new 


group, said no mass dismiss- 
als would follow the merger. 
He said the benefits of the 
deal would arise primarily 
from “better market access 
and strengthening competi- 
tion”. 

“It is crucial that we can 
maintain the offensive role 
which the Danish meat 
industry already plays in the 
world market." said Niels 
Mikkelsen, incoming chair- 
man of the new group. 


Economy 
holds back 
Israeli 
banks 

By Avl Machtis in Jerasalem 


Israel’s prolonged economic 
slowdown held back interim 
income at Bank Hapoalim 
and Bank T-pmni. the coun- 
try’s two biggest banks. I 
although both reported 
increases in net profit. 

Hapoalim. Israel's biggest 
bank, saw first-half net prof- 
its increase 45 per cent from 
Rhkjaftm. or Shk0.48 a share, 
to Shk625m ($170m), or 
Shk0.51 a share. Much of the 
rise was fuelled by a 30 per 
cent derfino in provisions for 
doubtfUl debts. 

. But profit from financing 
activity before doubtful 
debts, or -the top line, fell 
4 per cent from ShkL9bn to 
Shkl.82bn. Analysts attri- 
buted the top-line decline to 
the economic slowdown. 

At Bank Leumi, the slow- 
down kept income nearly 
static at Shkl.91bn, com- 
pared with Shkl.9bn. Net 
profits fell 48 per cent 
from Shk834m, including 
one-off capital gains of 
Sbk484m, or Shk059 a share, 
to Shk433m, or ShkO.30 a 
share, this year. 

Excluding these gains, a 
foil in provisions for doubt- 
ful debts helped lift net prof- 
its 23 per cent 

Shares in Hapoalim rose 
3.75 per cent on the news to 
Shk9.12. while Leoml rose 
253 per cent to Shk6.07. 

• Bank Hapoalim yesterday 
said it agreed to begirt 
divesting its holding in Clal 
Israel, the country’s second 
biggest holding company, in 
the latest stage of banking 
reforms launched in 1995. 

The reforms aimed to 
reduce the big banks’ grip on 
the economy and compelled 
Hapoalim to sen its stake in 
either Clal or Koor Indus- 
tries, Israel's biggest hold- 
ing, by the end of 1999 . 

Hapoalim controls about 8 
per cent of the Israeli econ- 
omy through non-fin ancial 
holdings. 
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LONDON 


By Tracy Corrigan 


By Stephen Thompson 


The US Treasury market is 
likely- to be driven once 
again by stock price 
movements when the US 
markets reopen on Tuesday, 
after the Labor Day holiday.- 
Further turmoil in world 
stock markets could prolong 
the rush by investors for the 
safe haven of the US bond 
market, where 30-year yields 
are already dose to 5'/« per 
cent. 

Furthermore, the bull 
market for US bonds may 
find further sustenance in 
indications by Alan 
Greenspan, the US Federal 
Reserve chairman, in a 
speech on Friday that he 
may cut interest rates if 
global financial turmoil 
intensifies and appears to be 
harming the US economy. 

He implied that the Fed 
currently holds a neutral 
position on rates, saying it 
now saw a balance of risks 
between deflationary 
pressures from international 
turmoil and domestic 
inflation, confirming the 
market’s belief that the Fed 
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has dropped its bias towards 
raising rates. The next 
meeting of the committee at 
which a rate change could 
be set Is September 29. 

Among key economic data 
due this week are August 
consumer credit figures on 
Tuesday and tbe August 
producer price index on 
Friday. 


The return of many of the 
stock market's big hitters 
from annual summer 
holidays, coinciding with the 
continuing turmoil In global 
markets is likely to produce 
an upturn in activity in 
London's equity market 
Turnover Is also expected 
to be boosted by the long list 
of companies reporting 
Interim results. 

One of the main features 
of the week in London will 
be the regular monthly 
meeting of the Bank of 
England's monetary policy 
committee. As Richard 
Jeffrey, group economist at 
Charterhouse Tflney puts it 
in his macro-market review 
this week: “It would be 
. astonishing were the mpe 
not to consider the case for 
cutting interest rates.’* 

Other crucial economic 
domestic news expected this 
week is industrial 
production and 
manufacturing for July. 
HSBC says that the 
Confederation of British 
Industry survey points to 
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further weakness in 
manufa cturing output over 
coming months. With energy 
and utilities likely to fall 
back this month, industrial 
production will be even 
weaker. 

No fewer than 10 FTSE 100 
Stocks are due to report and 
the market will be on red 
alert for any warnings. 
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Investors and Investment Managers, this is the 
one opportunity you should not miss-, a three-day 
gathering, in one of Europe's most beautiltil cities, 
of representatives from up to 50 of Europe's 
biggest quoted companies, just imagine the 
opportunities to meet, discuss with and Influence 
these CEOs and CFOs, key decision makers in the 
global investment community and leaders of a 
US$5 trillion European market. 


European Investment Congress. 

Congress Secretariat, 
c/o Meeting Makers Ltd. 

Jordanhill Campus, 

76 South brae Drive, 

Glasgow G13 ipp, UK. 

Tel: -4-44 (o) 141 434 1500 Fax: +44 Co) 14 ^ 434 1519 
Email: eic981ameetingmaker5.co.uk 
Web: http://www.sfe.org.uk/eic 


This event is a first for Europe. The timing Is right 
too, with European equity markets on the brink of 
major change. The Euro and the Single Market 
Programme will encourage integration and ftiel 
the huge potential for growth in European 
markets. So call now or complete and return the 
form opposite for your invitation to register. 


Mr/Mrs/Ms Forename. 

Surname 

Designation/Job TTtle_ 
Organisation 

Add ress 


The European Investment Congress: lt*s tbe one. 


Town /City. 

Country 

Tel 

Email 


jst/Zip Code, 


EUROPEAN INVESTMENT CONGRESS 


EDINBURGH 26-28 OCTOBER 1998 



FRANKFURT 


By Graham Bcwriey 


German shares have fallen 
sharply Is the wake of the 
downturn in world markets 
since the Russian crisis 
broke. Shares gyrated 
nervously again last week, 
although they found some 
stability on Friday after 
I co mm ents by Hans 
Tietmeyer. 

The Bundesbank president 
said interest rate cuts were 
not the answer to world 
market tensions and that 
economic growth was not in 
danger in Germany. His 
comments buoyed the dollar. 

Away from the Russian 
crisis, the German market is 
becoming increasingly 
dominated by politics in the 
run up to national elections 
: on September 27. 

The state of Bavaria holds 
regional elections on 
Sunday, which will give 
some indication of how the 
parties might fere in tbe 
national poll. 

Helmut Kohl, chancellor, 
has closed some of the gap 
in opinion polls with 
Gerhard SchrOder, although 
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By Gillian Tett 
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the Social Democrat 
challenger is still slightly 


On the corporate front, 
Hugo Boss presents results 
today. Industrial group MAN 
publishes details of its 
results tomorrow. On Friday, 
Thyssen and Krupp is 
expected to publish details of 
its cooperation. 


Will Tokyo plunge below 
14.000 again? That will be 
the key question hanging 
over the Tokyo Stock market 
this week. 

For as global equity 
markets tumbled last week. 
Japan notched up - almost 
unnoticed - a startling 
12 -year low. The Nikkei 225. 
the key stock market 
indicator, fell to close at 
13,915-63 on August 28, just 
below the previous 
post-bubble low seen this 
decade in 1992. More 
alarmingly, it Is also well 
below the levels at which 
corporate Japan starts to 
notch up large losses on 
their cross-shareholdings. 

By Friday, the pressure 
ebbed slightly, the market 
closed at 14.042^1. only 
slightly down on the week, 
as some pension funds 
stepped in to take advantage 
of the cheap prices and 
increase their Japanese 
holdings. 

However, analysts warn 
that there are now at least 
I two factors that could 
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potentially push the market 
down again this week. 

One is that Japan will not 
act fast enough to boost its 
economy in the aftermath of 
the Rubin-Miyazawa summit 
in San Francisco over the 
weekend. The other is that 
corporate Japan is heading 
for more profit downgrades 
and bankruptcies. 
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First Pacific, the Hong Kong 
conglomerate, is today 
expected to report a six 
months to June net profit of 
more than HK$5bn ($645m) 
compared with HK$80Om the 
year before, although esti- 
mates are unreliable and 
largely irrelevant to the val- 
uation of a company funda- 
mentally changed by its 
Hagemeyer disposal. 

Analysts said the huge 
; exceptional gain from the 
sale of a 39.7 r per cent stake 
in Hagemeyer would sharply 
distort tbe bottom line com- 
parison and radically change 
the nature of and the out- 
look for the company’s 
operations. 

First Pacific recently sold 
a 2 per cent stake in San 
Miguel of the Philippines for 
HK$540m after what was 
seen as an abortive attempt 
at a takeover that resulted 
in provisions against the 
original investment. AFX- 
Asia, Hong Kong 
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Lord Stalling, P&Cs cha iu n a n : pBoting Ns company through the economic shoals 


strength. Nevertheless, an 
advance of about 14 per cent 
to some £3 6m pre-tax is 
expected. 


• Final figures from Billi- 
ton are expected to show a 
strong pre-tax rise, helped by 
weakness in the South Afri- 
can rand and increased cash 
balances. BT Alex Brown 
has highlighted the meeting 
of the FTSE indices commit- 
tee on Tuesday. Nick Wilson 
at the broker expects the 
shares to bounce strongly on 
the day of the figures and 
has told clients: "Billiton 
will want to reassure current 
shareholders on the compa- 
ny's performance and 
remain in the FTSE 100 
index. Hence it is likely to 
pull out all the stops." .He 
forecasts a 34 per cent 
increase to £5S2m ($960 m) 
although a consensus of fore- 
casts from First Call shows a 
figure of £448m pre-tax. 


• Burro ah Castrol, the 
lubricants and chemicals 
group, will probably report 
an interim decline of about 
11 per cent to £66.6tn in 
underlying net income, 
according to BT Alex Brown. 
Fergus MacLeod at the bro- 
ker has highlighted sterling 
strength and the Asian slow- 
down. 

He has told clients; “How- 
ever, the shares are trading 
at a 13-year low relative on 
every major valuation 
parameter. This ignores the 
longer-term potential bene- 
fits of the most significant 
refocusing of strategy since 
the early 1980s under new 
chief executive Tim Steven- 
son." 


In Latin America, there 
may be some problems in 
Colombia because of a recent 
price war between a Lafarge- 
owned unit and one of 
Holderbank's subsidiaries. 

Venezuelan sales might 
come in slightly lower as 
well, but the Mexican mar- 
ket remains healthy in both 
demand and pricing. 
AFX-News, Zurich 


• Strong growth in the 
cruising division is expected 
to help P&O report an 
interim rise of about 13 per 
cent to £135m. although the 
company’s comments on the 
state of world trade are 
likely to overshadow the fig- 
ures. 

Any decline in US eco- 
nomic activity would have 
an impact on the company’s 
container side. 


details on the group's Rus- 
sian activities, but especially 
on its Credit Suisse First 
Boston unit, a leading partic- 
ipant in the Russian debt 
market 

One analyst expected the 
turbulence to prompt provi- 
sions of about SFr820m for 
the year and there could be 
additional provisions for the 
Latin American activities of 
CSFB. 

CSFB said last month that 
first-half net profit before 
minorities was S754m 
against 5623m. although net 
profit before minorities in 
the year to August 25 fell to 
$500m as a result of global 
market difficulties, notably 
in Russia. 

AFX-News, Zurich 
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TUESDAY 


• The strategy at Ibstock, 
the bunding materials com- 
pany, is likely to come under 
scrutiny when it announces 
interims. Its largest share- 
holder, Brieriey Investments 
with a 29 per cent stake, is 
in a period of change, and 
that may have an impact on 
the direction of the com- 
pany. An underlying 
advance of some 64 per cent 
is expected, to £i33m. 


• Chemicals company Brit- 
ish Vita said at its annual 
meeting that the year had 
started well, so analysts 
expect a strong result when 
it reveals interim figures. 
Strength in continental 
European markets will prob- 
ably be offset by sterling 


• Holder bank, the Swiss 
cement company, is expected 
to report first-half net profit 
of SFr250m-SFr270m ( Si 64m- 
S177m) up from SFr2l9m a 
year earlier. After-tax pre- 
minority net income is fore- 
cast at SFr314m-SFr315m 
against SFr262m, operating 
profit Is forecast at SFr687m- 
SFmOm, up from SFr592m, 
and sales are expected to be 
SFr5.5bn-SFr5.7bn compared 
with SFr5.27bn. 

Holderbank should feel 
positive impacts from higher 
capacity utilisation rates 
among its European cement 
factories, the continuous 
optimisation of production 
costs, and declining refinan- 
cing costs. 


• The strategic review at 
Associated British Ports is 
likely to result In some cost 
savings, and analysts expect 
this to contribute to an 
advance of about 7 per cent 
to a range of £53m-£57m. 

There may be an update 
on its acquisition earlier this 
year of American Port Ser- 
vices. 


• Interim figures from 
LncasVarity are likely to 
sbow exactly how much it 
suffered as a result of the 
strike at General Motors in 
the US, which is a leading 
customer of the company's 
braking systems. LucasVar- 
ity said last month that it 
would cost about £12 m. 

Analysts expect a pre-tax 
interim figure of some 
£160m, up from £148m. 


. 


WEDNESDAY 


THURSDAY 


• Credit Suisse, the Swiss 
banking group, is expected 
to report first-half net profit 
of SFrl.9bn-SFrl.97bn, 
including Winterthur Insur- 
ance Group, analysts said. 
Official comparisons are not 
available because of the Win- 
terthur acquisition. 

Analysts expect Credit 
Suisse to provide more 


• Rio Tin to is likely to 
unveil interim figures hurt 
badly by the fall in world 
metals prices. The shares 
have performed badly 
recently, and they are not 
expected to do well until 
Asian and Russian difficul- 
ties have abated. 

The results are expected to 
be little changed from last 
time's £366m. 
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CONFERENCES, VENUES AND COURSES 


CONFERENCES 


Defending Yoor Assets 
WtnHectuaf Property Litigation 
and Securities and Regulatory 
Law Conference 
Organised by 

Prit*waterhoi«eCoopeiB, thte major 

two day contarenoe ame PaiK 

Lane Haute London wfl feature 
speakers from the Judctaiu the 
FSA, the LSE. Bird & Bird, C«ord 
Chance. Diageo. Genera) Mofcrs, 
IBM, Papgfco. and the WIPO. They 
wS ciscuss ihe impact of tntetedua 
property tew enforcement on 

14* September and debate the 
dUterartf views at secuatac taws and 
reputation on 16P. 

There Is no cost tor attancSnglhts 
conference. 

For further information contact 

HoJga Butchor. 

Teb 44 (0)171 838 2957 

PK&W&HOVS%foPBGU 

London 
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Pensions In tbs global 
environment 

A National Association a( Pension 
FtrndsInte ma Oot vd Ckkdm e nc* 
Aimed at pensions professionals 
who wfl benefit from an height 
into international pension issues. 
Presentations wtt cover 

• Haw companres have challenged 
and resolved international 
benefits and Investment Issues 

• Haw countries can strike the right 
bataaoa between turning and 
■pay as you go - 

•A closer look at 3 regions and the 
challenges they present lor 
pensions managers 

• How useful Is corporate 
governance proving for company 
reform and shareholder value? 

Contact: Hannah Baiter, 

1W: +44(0)171 730 OSH 
Fax: +44 (0)171 730 2595 
Bnafc hannahlnrtor0naptjco.uk 

BAFTA, Piccadilly, London 


SEPTEMBER 18 
Knowledge Management with 
Dr Peter Honey 
Knowledge - an Irreplaceable as-wti 
which when harnessed gives enormous 
advantages over competitors. Hear 
from Peter Hooey and case study 
organisations about knowledge 
management. 

Contact: Alison Williams at 

The Industrial Society 

Tel: 0171 479 1000 Fax: 0171 479 1111 

LONDON 


SEPTEMBER 24 -25 
Private Financing for 
Emerging Economies - 

Seminar on Inv t sa aent OpyertunMai im 
Small and StnEamsaed Irrfraxtractare 
Pmjectt- 

Oipmized jointly by the United Nature 
Industrial Development Organization 
tUNIDOi and the Swiss Federal Office 
for Foreign Economic Affairs. 

Enquines: 

Tel: +43- 121131 3737/37 I7M77* 

Fax: +43-1 21131 6805 
or +43- 1 21131 73737 
EMail: twt0unido.org 
lueraei; 

bnpJ^»j«wfaj>t8/BOTjen*i»Be»icv^ 

Geneva, SWITZERLAND 


SEPTEMBER 28 -30 
BUHE3EC 98 European 
fchifimetfa, Microprocessor 
Systems & Badronic Commerce 
rtrnr: ‘'Technologies far the 
Information Soaety. n 
With European CommissiOD support. 
this righih conference and exhibition 
provides an opportunity to leant about 
emerging technologies, the new 
business ideas that they generate, as 
well os new research appamnutid-. 
Contact EMMSEC98 
Fax: +33556 151160 
Email emmscc@ixJ.u-6afdenax.fr 
hnrc//wwwjmunsec9K.aicttime>iaJjr 

Bordeaux. FRANCE 



































Electronic Commerce: A 
strategic weapon In a 
undying Europe 

This bittiness to business 
e-commerca conference wU 
fully prepare you to develop an 
e-commerce strategy far your 
own organisation- This is not a 
technical seminar - It wffl deftvor 
strategic insight and case study 
examples showing how to exploit 
the new technology. Includes 
speakers from Microsoft, IBM UK, 
Forrester Research BV. Held hi 
association with Cisco Systems 
Ltd and PrtcowatertiouseCoopefB. 
Fee: £1096 + VAT. 

Fiona Daniel!. 

The Economist Conferences 
TH: (44.171) 830 1147 
Fax: (44.171) 931 0228 


OCTOBER 14 & 15 
FT World Mobile 
Communications Conference 

This annua] FT confarncc has once 
■gain attracted an uwmuiornl antticnce 
of senior executives from the mobile 
industry Speakers t Delude: Mr Hons 
Snoot. Orange pkr. Dr Jung-llck Sea. 
SKTdecom. 

CoaUKi: Sian Fmcoun 
Tel: 0171 873 3262 
Email sian Jancoun ^ILcorn 
wwn>.ftconfeTences. com 

LONDON 
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London 




Understanding and 
Implementfitg Global 
Invoslment Perfomance 


The Global fmrestment 
Pertormance Standards (SIPS™) 
have begun to change the way 
Investment performance is 
reported around the globs. This 
conference will Introduce the 
GIPS and improve managers’ 
awareness of haw the GIFS meet 
the needs of their ctients with 
respect to reported investment 
performance. 

Contact A1MR in the USA; 

Tel: 1(804) 980-3668. ext 123 
Fax: 1 (804) 960-3634, 
internet hapaVwwwAimuKg 


Global Gontba Kaizen 

Loam from CEO’s of some of the 
woritfs leading practitioners of 
Kaizen and lean production, 
combined with a hands-on shop 
floor Kaizen experience hosted by 
Perkins Engines Co. 

Sponsored by the TBM Consulting 
Group and SWngjutsu Company, 
Ltd., recognized world leaders in 
lean manufacturing. 

For further information contact 
TrucS Frtichin, TBM: 

TW: 41-22-710-7770 
Fax:41-22-710-7771 
tbmgensvaO UuewfrLCh 




Foram98... 

Organisational performance - 
haw people make the 
difference 

featuring 
Julian Richer, 

Chairman of Richer Sounds 

A one day conference wtlh a 
practical bias. Experts and 
leaders in the field of HR share 
their knemtedga and experience of 
improving euganisatfanaf 
performance through people. 

For more informa ti on 
please cell Jackie Alien a! Qtab 
on 0181 546 8990 




20&21 
The 2nd Utility Congress 
- The Competition Audit 

A two day lonfcrraii: and exhibition 
organised by Unlay Week mugado.' will 
adtkobkey muo fxmgibc unity inkei n-. 
Speakers include: Phil Nolan. Transcn: 
Kciih Oahison. Electricity Supply 
Asaodutioa of Anstrulta: John Ekkul 
E dkwc Cbth Metier, Angfan Wrjct. Wn 
Rehens. Elearleliy Avtonmiua. Miku 
fieak i inter 
TeL- +44 IS I 652 38 IS 
Fax: +44 181 652 3482 
E-mail angetajonm&rbixo.uk 

BRIGHTON 


OCTOBER 26{pm)- 27 
“HARMFUL TAX 
COMPETITION" 

EC proposals will affect bunking, 
corporation*, offshore ceniick. lax 
effictem/friakUy comrno. Amjj^e ihe 
timetable. Forma lair raxexnary straiegx 
and jeiionx. SpeaVerv EC OtTKul., 
MEPs, advisers to gnvereineiiu and 
omh|naiK Ml& 

FaxCCI Ltd44tUi I7U4S507H 

BRUSSELS 


OCTOBER 2B 

The 3rd Annual FT Diamonds 
Conference 

Confirmed apcul.LT> include Mr Tim 
Cupm. Dueciot, De Beer-. Mr James R 
RothncIL BHP Diamnnd^ Inc: Mr 
Paulino Nctn. Managing Director, 

ENDIAMA. 

Enqinncv Sun Fancmul 
Tel: 0171 S73 3262 
Fax: 0171 873 3*7 
E-mail .uiLfan.-i<wi f? ft ci iin 
nw-w-.flcimfemKCN com 

ANTWERP 


16 - 27 November 1998 
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London 



Conferences, 

Venues 

& 

Courses 


EIC “98 

The firat d Its Idnd to be hakl in 
Europe, The European Investment 
Congress wil provide irwestors 
from around the globe wfih a 
unique opportunity to hear from 
Chairmen, Chief ExecuBve Officers 
and Chief Financial Officers from 
up to 50 of Europe's (op conpanies 
tea highly conc e ntra te d and cost- 
effective timeframe. 

Fore prog ram me and re g is t r tate n 
fbm contact Emma Alrtoy, 
Meeting Makers Ltd, 

Jonlantiill Campus, 

76 Southbrae Drive, 

Glasgow G13 1PP 
Tel: +44 (0)141 434 1500 
Fax: +44 (0)141 434 1518 
Emal: ekllBBmaalbiginrimmitii 
Web: Mtp^fwww^bLorgoikMk: 
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j London! 

OCTOBER 8 " 

ConsoHdote *98 
Europe‘s mosi popular event m group 
financial reporting 'yacm*. ai ended by 
mare (ban 400 finance dhecton. 
controllers and systems accountants. 
Featuring real lime benchmark] ng 1 ". 
leading edge case studies and the world's 
best comadaiioa produas. . 

Tb boot, call: Forum Conferences 
+44 (01 181 445 »8S 
« fax +44 (0U81 445 7172 
Caft“ 


LST^^MWiJ 


ProfftablB Solutioiu to 
Enviroomeotal Costs 

Keynote apeakar Tha Rt Hon 
Michael Meacher Iff 1 , Mkiister tor 
the Envlronmant Bringing together 
soma of file country's foremost 
authorities on environmental 
issues, this conference wffl provide 
tap business leaders and senior 
executives in tha UK with a unique 
opportunity to meet enviro nm ental 
experts and govemmeri officials. 
Make sure your organisation Isn't 
left baheid. Loam how your 
business can profit from 
environmental solutions. 

Held in association wtih the 
British Standards tastitation. 

Fee: E595 + VAT 
Fiona DanieO, 

The Economist Conferences 
TW: (44.171) 830 1147 
Fax: (44.171) 931 0228 


London 


The chaining workforce 
Presenting the business 
ease for Innovative HR 
policies 

The conference examines the 
legislative and fiscal framework 
facing HR professionals and 
advisers. Practical examples 
Unking employee issues end soctai 
policy to corporate budgettig. The 
impact of European employment 
legislation; sex dtecriminaafon; 
equal pay; benefits and tax 
incentives; the warfc/Hfe debate; 
flexible policies. Chairman. 
Andrew Rawnsl ay; The Observer. 

Contact Andrew Nathan 
let 01 71 6375377 
London 

The 

Smith & Williamson 


Edinburgh : 


OCTOBER 27 
Good Practices in 
Knowledge Creation 
A Exchange 

Thic higb-profile cmfcicncc will show 
how die world'-. 150 leading companies. 
BTC using knowledge management to 
achieve higher return on investment, 
rapid product innovation and belirr 
service. 

Tel +44 (Oil 892 526757 
Fax: +44 10H892 542988 

LONDON 


CBi ‘98 

Britain's Business Cunlerence 

Participants from business 
indudo: 

John Allan Ocean Group pic 
Rabat Ayting British Airways pkr, 
David Brawn Motorola Ut James 
Dyson Dyson Appfances Ltd; Terry 
Leahy Tesco pic: AreNa Norman 
MP ASOA Group pic; Davkf Pottar 
Psion pic; John Roberts The Post 
Office: Sir CCva Tho m p son 
Rertokfl Initial pic; Sir Alex Ttotman 
Ford Motor Co. 

Major sponsor: 

Hewlett-Packard Lid 

Contact: Rebecca Nash 

CBI Special Events Department 

Tel: 0171 3058218 

Fax: 0171 497 3648 

Email: iebecca.nashGcbLorgjik 


pBI 


ICC, Birmingham 


Fraud and the Euro 

Coutd you bm at risk? 

January 1‘ 1999 wfl be T Day. How 
does the taoduebon of the Euro atiect 
the potanbal tor traud, and how do you 
protea assist V> 

Far Ihe tret line these issues wi be 
system a tcafly addressed by senkx 
representatives cf bates Euopean 
nsttuMons, motor caportaes and 
Wamabcnal banks. hduOng Ihe 
European Commisskxi, European 
System ol Cental Banks, EBRD, 
EuropaL KPMG, Paribas. Visa, among 
many ethers. 

Senior axecutnes responebie lor ihw 
arganedLcns' financaai and operational 
rtegity, ndt prcBe or comp&anoe 
■reanmon should not mos this 
detntfve event, a such a crodal ttma. 
Lmguages: EngBdi and French 
Contact JantiG Harper 
Thl +44 171 419 1000 
Fax: +44 171 4191050 
wwwJbuncteUraudcam 

IF££ 

Palais Oex Cuaprte. Brussels 


Electronic Commerce. 

Your Gateway to 
the Global Market 



F I N ANCIAL T I M E S M A N A C t M E N T BRIEFINGS 
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□ Wbair »nd me Creating value Throe gh Etearonic Commerce - k» just £75 
tim money back nilhin 28 day» if no) 100% happt I. along with prioritv dcUlh 
w other Mire In H* Financial Timex Managewm Brleilnp series. 
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HOW DO YOU WANT TO PAY! 

I Cheque >br £?? -payable to Financial Tunes Management i 

^ J Uch invoice mciny orguiivatxin 

MsdeicarttVisas Ame* ipieaw ghw deurtu 
cud no 

Card Holder^ Kame 
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SEPTEMBER 16-18 
Scrchrn-paroerstafinstdsikrioiris^a 
Demystifying Company Reports 
and Accounts 

■ Tbf RcpnlMiny Fnmewurt - Accnunring 
siandordx • The Audit Requiremem 

• Accomnmg for Groop> and Cbosolkfaied 
SDueoeais • Directors ' Responsibilioes 

• Turnover. Trading Expmses, Pre-Tax 
Pnrfils * Corporate Taxation. Dividends. 
Earnings Per Share -inure Valuation 

• Cashflow Suiements - Profitability. 
Liquidity. Solvency Rmu*. 

3 days ms + vat 
C odaa.- Btrdan Tndmng & Consulting 
1-6 Lombard SL EC3V 9AA, London 
Td: 0171-929-663 Fay 0171-92MM4 
Email bindiiniilbirehiiLcom 
Internee ttttp-JfwwwJuickaiam 

LONDON 

SEPTEMBER 16 -18 

Sftcfsi ■ partners In tirunciri bwmledQB 

Intrmfuction to Treasury Products 

• FX: Bask DdGniicns. Major inlhicoas 
and Key Pbycn • Mechanics rf SpM imd 
Forward FX • Basket and Cross 
Currencies ■ Money Markets: Bank of 
England Operations * Key Players in dm 
Market. Cash Market Instruments 

• Futures. FRA*. Interest Rale Options. 
Cops • CbUas and Flows. Swap*. 
3DAYSXM5 + VAT 

Contact: Birohin T raining A Chosuliing 
1-6 Lombard Si EC3V 9AA. London 
Tel: 017 1 -929-463 Fax; 0171 -929-4*44 
Email birchinWbirchiiLCoin 
Interna: hnp^Ausew Jmciun ^om 

LONDON 

SEPTEMBER 22 & 23 
Rtsady lor the EURO! 

Introduction to Foreign exchange and 
money markets. Evcnihing about the 
Euro in the FX and money audxu from 
Jan 99. fealuring W1NDEALEUR 
dealing simulation. For corporate 
treasury penonneW trainee dealers /hack 
office I systems development staff I ACT 
level 1 eMitfidnles. GBP 575.00 + VAT 
Lyvrood David lmentarional Lid 
Tel 44 10)1732 463014 
Faju 44)0)1732463015 
Email training B lyviDal+toilfl i irA 
LONDON 

SEPTEMBER 28 - OCTOBER 1 
BPP Financial Education 
Analysing European 
insurance Companies 

This course is designed to cvaltuuc the 
ability of differeni types of iasurer to 
meet both their claim liabilities and 
other financial obligation. The course 
is for experienced analysts who need u> 
understaul the more specialised aspects 
of the insurance industry: * Regulatory 
aspects • Life & non Lile companies 

• Composite* &. reinsurers • Industry 
de v el o pments * oral epics • Investment 
activity & performance measurement 

• F inancial analysis 

Tel 017! 628 8444 Fax: 0171 «8 7818 
Email h pprrsinin gtfr CompuServe jom 

CITY OF LONDON 
SEPTEMBER 28 -29 

bbttdn -partomu *t fbtwteM knowtedga 
Effective Customor 
Communications 

• What Influences our Behaviour 
- Body Langnage * Iniet-personal 
Skills, Assertiveness. Slrenglhc 
and Weaknesses • Two Way 
Communication * Information 
Gathering and Product Knowledge 

• Needs Identificatioo 
2 Days £575 + VAT 

Contact. Birohin Training & Consulting 
1-6 Lombard Si. EC3V 9AA, London 
Tel: 0171 M9 6633 Fax: 0171 9296644 
Email hi i r+im itf hi refain.com 

LONDON 

SEPTEMBER 30 & OCTOBER 1 
Introduction to Capital 
m ar tot s 

NEW - basic entry-level training 
in capital markets - bonds, repos, 
equities and derivatives. For trainee 
bond traders / settlements / Fund 
management personnel 1 systems 
development s»ff • 

GBP575.90 + VaT 
Lywrod David International Ltd 
Tei; 44 {0)1732 463014 
F#k 44 {0U732 463015 

E-mail n aming Itf lywood-ddruLccurk 

LONDON 


COURSES 


Secarfties Institute Training 
Directory 

The Securities Institute is 
compiling an electronic training 
ctesctory, which farrns part of the 
CPD training management . - 
software for use In investment ■ 
firms. For an annual payment of 
£350 + VAT, a trainer receives a 
hstirig of company details, 
unlimited number of course 
entries and up to 4 updates 
per year. 

For further derate contact 
Professional Development 
on 01 71 9290380 
by Friday 11* Septe mb er 


SECURITIES B INSTITUTE 


Loodon 


OCTOBER1 -2 

BPP Financial Education 

Asset Securitisation 

Designed for those hum bond trading, 
cyndratioo Hampers, corporate finance 
and other professionals entering the 
complex area of iccnntisurioa: ■ Market 
developments • Role of the rating 
agency * Structuring the issue • Credit 
enhancement • Distribution and market 
makers - Txx and legal considerations 

• ArxMUMing ixsue- 

Tel 0171 628 8444 Fax: 0171 (£8 7818 
Email: bppiraio ing i? cornpuscrvcxoci 
Cm' OF LONDON 

OCTOBER 5-9 

BPP Financial Education 

Credit Analysis - Level 2 

This coarse is for chase that already' haw 
a good, mulerstanifing of accnantmg and 
finnncixl statemenii. it is designed to 
build on existing knowledge and give a 
greater understanding of cashflow 
analysis, understanding a business 
and problem loan identification; 

• Risk, liquidity & company dynamics 

• Evaluation of financial information 

• Cashflow: historical analysis and 
forecasting • Creative Accounting 
■ Problem Loans 

Tel 0171 628 W44 Fax: 0171 6287818 
Email bppunmin£ yewnpuserv ca.-"ni 
CITY OF L ONDON 

OCTOBER 12- NOVEMBER 30 
FT-City Course 

The FT-Cify Course, which lakes place 
over 8 weekly afternoon sessions, 
provides an excelfenr uHroducuofi to die 
City of London as a major /toaflciaf arid 
trading centre. Authoritative spea kers 
will include Mr Paul Dex, LfiFFE and 
Mr Clive Longhunt. Association of 
British Insurers. 

Enquiries; teaona Edwards. 

FT Conferences 
Tel: 1+441 171 873 3.174 
Fat i+44l 171 873 3067 
Email joHima.i3jwjfds wfLcum 
ww'wJtcoafcrenccs-caitt 

LONDON 

increasing Business by 
Telephone 

The aldlls and techniques 
required to auccrasfuBy sen on 
ttiotetephom 

Trite te^iiy Interactive two-ebry 
resktertal programme w0 devsiop 
die sel axifidsice arc! state 
required BproacttreJy eel produas 
or sendees over the tetephone. 
Participants wffl devatop an 
undaratanchng of Itw sates procoss, 
how to deal wtta objections and 
gain commrtnwrt tobuy. 

£598 plus VAT 
TM: 44 (0)1926 337821 
Rue 44 (0)1928 313343 

Structured 
Training \ TJ"*" 


London 


2 WEEKS DIPLOMA IN BANK MANAGEMENT 


Robert Kennedy Uahrercfty 
Zorich Switzerland 

Survive in a hypcr-compcutivc wnrid. Ciune and learn wuh Us bow to 
establish new ciunpetitive suiutank and obtain our Swiss Diploma in Bank 
Monageroeni entitling you to credits fur iurther studies with uur Untseraty 

Banks need high quality managers in succeed. We will help juu do jiM that. 
The nexl cuursc lor Diphunas in Bank Management will tv hckl in our 
Castle Campus (Chut can Murcicf. Stare f from November 16 to 27 {Wt. 

A limited aumher nf places are available. Ask fur uur prsigrantme and 
applkatiixi lor admisMon. 

Coniatri: Robert Kennedy Uni versilv 
+41 1 3US-39DK Telefax +4 1 1 305.35IX) 

E-Mail: Admi»ionW KenneiJyUaiversity*'»>ni 
Online Program: ww-wkennedy uni versus. com 

Robert Kcrumfy I ramiirv 

A Prhrue Suw Unnvrdn JenarJ to \fttolity eJiaiau in j 




The Tenth (ntemaUonal 
Conference on StrateQic 
Manofa during 
Theme: COMPETING IN A 
KNOWLEDGE ECONOMY 
Europe's tending conference for 
decision makers m Manufacturing. 
Confirmed speakers include 
Stephana Gareflt from IMD. 
Harvard's Sloven Wheelwright. 

Ian Croxtord. Packaging Director 
UDV. Colin New Irom Cranfleld 
Business School, and Ken Lewis 
of Dutton Engineering. 

Furtftor speakers to bo announced. 
For further Information contact: 
SI Associates 
Tel: 44 (0)141 7792112 
Fax: 44(0)141 779 3223 


SI ASSOCIATES 

Gleneagles Hotel, Scotland 


Conferences, 

Venues 

& 

Courses 


NOVEMBER 23 & 24 
FT Moroccan 
Telecommunications 

Thiv major FT Coafereixrc will reviLH 
Ickcntm libcralixulH+t in Morocco and 
vxamim: new oppcinimitius Ter foreign 
busin«K and investment as the market 
opetth up. Supported by the Moroccan 
Govenmeni, speaker* include key 
ministers, international operators, 
equipment swppbers. hiukcc- and investors. 
Tel: 0171 873 3162 Fax; 0171 873 3067 
E-mail i^aberinemaoaTceneyttrfixpin 
www.ftronrcrcnccs.cotn 

MARRAKESH 

DECEMBER 1&2 
18th FT World 
Telecommunications 
Competition and ronvcqxm wiO be the 
two main themes of the 11°8 FT World 
Tdeccxm Ccnfiaence. Speakers mdude Sir 
lain Vrilbmtv Chrinnan, BT pic Mr Cary 
Ruscc. Pit-adera und CEO. CWal One S,V 
Mr Dasid bitiuxK Dircclor Gcnenl CXxA 
Eoqmria: Sun Fanconn 
Tel 0171 873 3262 Fax: 0171 873 3067 
i e-mail: sran.rancoun6aft.com 
I wwwJiconferencevcoin 


Tom Peleis: We're hare to live 
life out loud 

Come and spend a fuff day in tee 
company of Tom Peters as he 
sets out to engage, enrage and 
uftmalefy empowor his authonce. 
reshaping not only business, but 
every aspect of human 
experience. 

So make a date with tee Maestro. 
II could change tee way you work 
and think - foroverf 
Fee: E82S + VAT 
Flora DantoK. 

Tha Economist Conferences 
Tel: (44.171) 830 1147 
Fax: (44.171) 931 0228 


Tin 1 liconomisi 
Con fen.* net s 


| London! 

DECEMBER 7 & 8 

The 17th FT World Pulp and 

Paper Conference 

Distinguished speakers include Dr 
Claes Dahlback. President and CEO. 
Investor AB and Chairman. STORA 
AB: Mr Martin Cranholin. Executive 
Vice President. UFM-Kymmeue Group 
and Mr John F McGovern. Executive 
Vice President and Chief Financial 
Office. Georgia-Pacific Ciirporaooo. 
Empurio.; Joanna Edwards. FT 
Conferences TeL +44 171 873 3374 
Fax: +44 171 873 30676 
Email: jonmutedwardsiiffLcom 
Web. wwwliconfcreocesxom 

LONDON 


VENUES 


Hotel & Intcnnrioral Conference 
Centre 

• Rrskfamoi/Dl^' Meetings & 

Exhibitions 

• Maximum capacity 10U delegates 

■ Restaurant & Banqueting 
Facilities 

■ An historic Elizabethan country 
houw in spectacular setting 

• 7 miles Healhrow, dose M25 
Tel: 01784 433822 

Fax: 0)784472455 


Choose from 3/4* hoiels wiih 
conference and meetings facilities 
ni value for money prices, 
accommodating up fo 200 
delegates. Also offers extensive 
opportunities Tor incentive trips, 
leisure activities anti partner 
programmes. 

Contact: Katherine Despres 
Tel: 01481 726611 
Fax: 0)481 721246 




• Dedicated training enviremnens 

• Profeaonml training rooms 

■ Parkland ground; 

• AO inclusive pricing packages 

■ Supportive, professknal staff 

• Special Wackcnd Opportunities 

• 23 kxadicins with Central Booking 



offer central London meeting 
facilities. Capacities from 10-100. 
A/V and caierit^ available. Non- 
resiifenDal year round, residential 
Lasicr/Suruxiicr vacations. 
Enqtdrles: 

Tel: 0171 955 7370 
Fax: 0171 955 7676 
e-mail: venues@ls&ac4ik 


7 Exhibition Halls, 15,000 sqm 
cpace, phis exclusive "Shaw & Go" 
fiicilrty. 2009 seal auditorium all in 
the beautiful setting of die Harrogate 
District Excellent technical support. 
H1C - The ideal chwx. 

Contact: Paul Lewis - Director 
Ttt +44 (0)1423 500500 
Fax: +44 10)1423 537270 

mw h aw lyt^wwilliwriiwtr MMil 




Superb facilities and cfliuiero staff 
make the TAD Centre the business 
venae you can always rely on for 
oil your corporate and business 
needs. * Main conference hall 

■ Training and syndicate rooms 

■ Superb food and areommodauon 

■ Video conferencing • Specialists 
in IT training. 

Training, Advkc and Development 
Centre, Ormcsby Road, 
Mfddfesbnragb TS3 7SF 
IkL 01 642 2039M Emu 01612 244006 
Emafl; tafotgTad-cenCrofojik J 

IKL: http-7iW-wUad-ctntre^«xiik 





Where’ .L'Vrooderfid Copenhagen'. 
FREE unbesed help & advice in 
locating & choosing Holds, 
Vemies. etc. Proposals, axaings. site 
inspections. 

Cnfl oar UK office now: 
Copcahnen Convention & 
Visitors Bureau 
Tel: +44 <0)1525 872880 
Fax: +44 <0)1525 876915 
Email inr«lif cppnitecrnfwifrwrr t im 




Prestige tvu a proven record in the 
handteif of successful omferem and 
incentives lour^ B> dotimnens all o\-er 
the world. With over 30 years 
eiprrirnce, nur dedicaird nnJ 
rcsprecd*: stuff nil] be able Hi handc 
every aspect of )iW event ■ from 
su gg es n a g tacmiob and botrls to wit 
your budget to arranging audio visual 
pnaertJkwaudrostolriaxcaat'Tucs 
Please call ns on 01 425 480690 or 
Eax yoor brief on 01 425 470439. 

We win respond within 24 hours. 

ATOL - IATA - ABTA - AJTO 



Purpose built meeting space 
offers flexibility with 14 suites. 
Unique in London, the 
Enterprise suite accommodates 
conferences or events far up to 
1400 attendees. 500 comfortable 
bedrooms. Opposite Earl's Court 
Exhibition Centre, 

47 USe Brad SW62UQ London 
Coutect: Karim Medan 
TH: 0171 3S5 1255 
Foe 0171 381 4450 
Email; wl»cflpa» gmiin.iA 


FRANKFURT EURO FINANCE WEEK 1998 

(October 30 s - November 6" ) 


The bBnerimarldng arerrt for trie financial aaoricas Industry. Inducflng 

International Stock Exchange Congress (October 30*) 
European Banking Tedinokigy Rrtr (November 2r* - S 1 ^ 
Eastern European Congress (Novembers*) 

Inform a tion & Registration: 

International Banters Forums e.V., 

D-60323 Franktufl am Mam 
Phone: +49-<e9)-B71 7&-1 64 (or -301 ) 

Ftuc +48-89^7176455 
o-tnafi: MOtnatokUto 
www.malefwfe 


To advertise contact Jade Sanderson on +44 171 873 3507 or Fax +44 171 873 3765 
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CURRENCIES & MONEY 


€ 


Dollar in spotlight 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 


5»4 
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By Richard Adams 


The battle for the US dollar 
looks set to continue this 
week, after an intense verbal 
barrage over the weekend. 

The New York market is 
closed today for a public hol- 
iday, but interest in the dol- 
lar remains high in Euro- 
pean and Asian markets. 

Sentiment behind the dol- 
lar has been knocked in the 
last two weeks, as the impli- 
cations for the US of the 
market turmoil in Russia 
and (more recently) Latin 
America have sunk in. 

Most currency analysts 
expected little direction to 
come from the meeting 
between Robert Rubin, the 
US Treasury Secretary, and 
his Japanese counterpart. 
Kiichi Miyazawa. Mr Rubin 
said the US's dollar policy 
remained unchang ed 

“I have said that the 
strong dollar serves our 
interest, and that we shared 
Japanese concerns about the 
weakness of the yen." Mr 
Rubin said. There was no 
“specific or concrete discus- 


Over the weekend Alan 
Greenspan, Federal Reserve 
chairman, also weighed in. 
“It is just not credible that 
the United Stats can remain 
an oasis of prosperity unaf- 
fected by a world that is 
experiencing greatly 
increased stress ” Mr Green- 
span said on Saturday. And 
yet that - until Russia's 
devaluation - was just what 
many analysts expected. 

Mr Greenspan said the Fed 
saw the risks for monetary 
policy as “more balanced" 
between a US slowdown 
caused by international 
events, and a pick-up in 
domestic inflation. That sug- 
gests the chances of an inter- 
est Tate rise have receded, 
but not yet disappeared. 

The Federal Reserve next 
meets on September 29. Fri- 
day's labour market report 
showed a 385,000 rise in new 
jobs, a figure distorted by 
the end of the GM strike. 
“Labour markets are unusu- 
ally tight, and we should 
remain concerned that pres- 
sures in these markets could 
spill over to costs and 
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sion" of exchange rates. prices.” Mr Greenspan said. 
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The Wharf (Holdings) Limited 

(Incorporated in Hong Kong with limited fiabihty) 




INTERIM RESULTS FOR THE HALF-YEAR PERIOD ENDED JUNE 30, 1998 


Unaudited attributable profit ofHKSl ,362.6 million. 
Interim dividend of 28 cents per share. 


Rental billings in 1998 expected to stand up to 1997 level as Harbour City and Times Square continue to contribute 
to Group's earnings. 


Modem Terminals records a 20 per cent growth this year. Achieved all-time throughput record in July 1998. 
Group debt to asset ratio stood at 273 per cent. Financing charges in line with budget 


Wharf Cable breaks even operationally, with revenue 32 per coat higher than same period last year and operating 
expenses three per cent lower. Free cashflow profit anticipated by 2000. 


Cable TV vwwersbip share among cable homes grows from 23 to 28 per cert in one yeardemonstrating its increasing 
popularity. 

New T&T awarded Internationa] licence, enabling it to begin its own international transmission in January 2000. 


Now the second largest network in Hong Kong, New T&T wins over 90 pex cent of ported numbers transferred 
from the pries- monopoly; carries about eight per cent of all IDD calls and 15 per cent of all Internet traffic in Hong 
Kong. All achieved in less than three years. 


Gateway n retail over 50 per cent leased. Fit-outs in progress. New architectural features bring excitement to 
Harbour City, which offers 700 shops under one roof- over two linear miles of popular shopping. 


Gateway II office and serviced apartments to come on stream in 1999 and 2000. 


Galaxia's already-sold units cover all development costs. Pace of Group development projects to be in line with 
market conditions. 


Hotels earnings offer dismal profit contribution to file Group due to severe downturn In tourism. 
"Star” Ferry franchise renewed in Centenary Year, as it sails into file next century. 


Won in the Court of Appeal the ADS case against Wheelock Marden, then chaired by Mr John Maiden, CBE, in 
respect of events before Wheelock Marden was acquired by Wharf in 1985. 


SUMMARY OF UNAUDITED CONSOLIDATED RESULTS 



Six months ended June 30: 

1998 

1997 


HKS Million 

HKS Millicm 

Turnover 

5^72.6 

4,7 66.9 

Operating profit 

1*447.9 

1,838.4 

Exceptional items 

— 

900.5 

Profit from ordinary activities 

1,447.9 

2,738.9 

Share of profits of associated companies 

545.6 

942 

Profit before taxation 

1,993.5 

2,833.1 

Taxation 

(337.2) 

(320.6) 

Profit after taxation 

1,656.3 

2,512.5 

Minority interests 

(293.7) 

(279.7) 

Group profit attributable to Shareholders 

1,362.6 

2,232.8 

Interim dividend 

(642.6) 

(644.4) 

Transferred to revenue reserves 

72Qj0 

1,588.4 

Earnings per share 

S0J9 

S0.97 

Interim dividend per share 

50.28 

$028 

J 
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BJROPEANOVERVIEW 

By Martin Dickson, 

Ftaandai Editor 

When will short-term 
interest rates converge 
among countries taking part 
in European economic and 
monetary union, coining Into 
effect on January 1 ? 

Although there are just 
four months left until Emu, 
the trend over the past few 
weeks has been towards 
divergence rather than con- 
vergence. both in short rates 
and the bond market. 

A substantial gap between 
Germany and Italy has 
opened up in the futures 


markets' implied short inter- 
est rate expectations., while 
the FTs euro-zone currency 
convergence table now 
shows an implied forward 
rate for Italy of around 4.80 
and for Ireland of 5.50, 
against Germany’s 3.50. 

Some analysts argue that 
this may simply be another 
manifestation of the “flight 
to quality’* seen in bond 
markets, which has recently 
widened the spread between 
German bunds and the 
so-called “peripheral" Emu 
participants. 

However, the European 
economics team at ABN- 
Amro argues that it could 
also reflect a growing belief 


in financial markets that full 
short-rate convergence will 
not happen by the end of 
this year, with the European 
Central Bank fixing the first 
unified official interest rate 
in January. 

They argue that central 
banks are prolonging the 
period of relatively high 
interest rates in countries 
such as Ireland, Spain and 
Portugal, where monetary 
stimulus is not needed, for 
domestic economic reasons; 
and they are also providing 
support for currencies to 
prevent undue selling pres- 
sure and keep exchange 
rates against the D-Mark 
stable. 


Peripheral central banks 
will have to start cutting 
interest rates as Emu 
approaches, but ABN-Amro 
points out that the longer 
the differentials remain, the 
greater the potential for 
arbitrage. 

European equity markets 
this week are expected to 
remain volatile and strongly 
influenced by developments 
in Russian and the tussle on 
Wall Street between bulls 
and bears. 

The FTSE Eurotop 100 
Index rose 35.05 points on 
Friday to end at 2,499.63, 
while the FTSE Eurotop 300 
rose 10.30 to 1,07839 as mar- 
kets across Europe rallied. 
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EUROZONE CREDfT SPREADS vs ECU 
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With the introduction of the euro, the pressure on European companies to consolidate 
their business will intensify, and governments will continue to privatise state-owned 
businesses. Credit Suisse First Boston is a leader in European mergers and acquisitions. 
This expertise allows us to advise clients such as Courtaulds on its disposition to 
Akzo-Nobel, AGF with respect to the offers from Generali and Allianz and CIBA Specialty 
Chemicals on its acquisition of AHied Colloids. In fad, our most recent advisory role 
was as adviser to Chrysler Corporation on the largest cross^order merger to-date, with 
Daimler-Benz. Change means opportunity. 
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Collision avoidance systems from Rockwell Collins 
dear the skies for safer flying. 
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MONDAY 7 
China rights 

Mary Robinson, United Nations human 
rights high commtssfoner and forma’ 
Irish president, begins a 10-day visit to 
China which, she believes, has been 
permitted because the country is now 
prepared to address human rights 
“with reference to taerratiofta! 
standards and norms”. She is 
expected to visit the Ttretan capital of 
Lhasa, the region where Beijing has 
been criticised for human rights 
violations. 

Round table focus 

David Trimble. Northern Ireland's first 
minister, hosts rajtd table talks with 
representatives of the political parties 
due to form the Northern Ireland 
Assembly, which meets for the fast 
time lata- this month. 

Patent problems 

The 171 members of the World 
Intellectual Property Organisation meet- 
in Geneva (to September 15) to 
discuss, among other things, the 
organisation's budget, the need lor 
extra space for its burgeoning files and 



— ' Ji n " , - 

Chronic food shortages are loiSkaly to be allowed to mar celebration* of the 50th muVwarswy of foe foundation of the North Korean state on Wednesday 


staff, and the problems posed by the 
development of electronic commerce. 
The meeting wig coincide with the 
opening of the WlPO visitors' centre, 
featuring an exhibition on women 
inventors. Unlike other United Nations 
bodies, the WlPO enjoys a rising 
income thanks to kitematlonal patent 
fees. 

Azerbaijan talks 

The Azerbaijan foreign ministry hosts 
an international conference organised 
by the European Union In Baku on the 
TRACECA programme to create an 
east-west road, rail and ferry network 
Rnldng central Asia to Europe via the 
Caucasus. The simmering 
Nagomyy-Karabakh conflict Is an 
obstacle to the scheme and the EU 
has called for the talks in a bid to 
resolve it 

Computer speak 

BBI Gates. Microsoft chief, and 
Gerhard Schulmeyer of Siemens 
Nbcdorf are among speakers at the 
second day of the Eixopean IT Forum 
fri Paris. Full programme on http:// 
www.k^cresean^it/fotvmfitfonjfn/ 

Warning message 

Scientists, policymakers and local 
government officials from more than 70 
countries meet in Potsdam, Germany, 
to discuss early warning systems far 
the reduction of natural disasters. The 
five-day conference, hosted by the 


German government and convened by 
the international Decade for Natural 
Disaster Reduction (1990-2000), wO! 
review the latest early-warning 
technology and ways of strengthening 
effective responses. 

Famborough take-off 

The Famborough International afrshow 
opens and runs until September 13 at 
the southern UK airfield. 

Holidays 

Brazil, Canada, US. 

TUESDAY 8 


Truck trouble 

French truck drivers are scheduled to 
begin another series of strikes and 
blockades on roods across the 
continent They are protesting against 
changes In working conditions and 
may be joined by Spanish drivers. 

Candidates clash 

A six-way debate will be held in St 
Paul's Parish Church, Washington, 
between candidates vying to replace 
Marion Barry, the city's mayor. 

Chinese deputy 

Wu Bangguo. China’s deputy prime 
minister, arrives in Caracas for an 


official visit before travelling on to 
Peru, Colombia and Argentina (to 
September 23). 

Hobdays 

Lithuania, Macedonia, Malta. 

FT Survey 

Business Books. 

WEDNESDAY 9 
UN date change 

The next regular session of the United 
Nations General Assembly opens - a 
change from its customary opening of 
the third Tuesday in September. This 
will allow delegates more time to 
discuss the agenda and organise their 
work before the scheduled September 
21 start of the general debate, In which 
foreign ministers and other senior 
officials defiver policy statements. 

Goodwill exchange 

Japan-Rus9ia Friendship Forum 21, a 
Japanese economic and international 
exchange group, is launched with the 
aim of promoting exchanges In various 
fields between the two countries. It wfll 
send a delegation to Russia to 
organise symposiums and other events 
to introduce Japanese culture from this 
autumn and offer private-sector 
support for the signing of the bilateral 


peace treaty to -bring to a formal end 
the second world war. 

Developing world 

The annual Human Development 
Report, commissioned by the UN 
Development Programme, analyses the 
impact of consumption on the 
environment and quality of fife. This 
year's report says the world will 
consume a record S24,000bn In goods 
and services fan 1998, and ranks 
Canada first among 174 countries 
according to the level of human 
development 

French cuts 

France's 1999 budget bill, which aims 
to cut the deficit to about FFr240 bn 
(S39bn) from FFr258bn in 1998, will be 
presented to the cabinet 

Holiday 

Palestinian Authority. 

THURSDAY 10 


Fun with derivatives 

The International Forum for Derivative 
Markets begins its three-day annual 
talkfest In Burgenslock, Switzerland, 
mixing earnest discussion on such 
issues as “The virtual instruments 
behind real value-added" with some 
upmarket relaxation. The conference 


ends with* a gala dinner regaled by the 
Singing Waiters whfie the “special 
companion programme” .offers 
“cresdivtty with scissors". . - 

FT Surveys 

The Business of Travel; World Energy 
Review. 


FRIDAY 11 


Batchelor party 

Anchorage, Alaska, opens its doors to 
the single women of America who are 


Jroops Who backed forces loyal to 
President Joao Bemerdo Viera (to 
Septairiber 12). 

Games begin’ _ . 

The Commonwealth Games begin in 
Kuala Lumpur (to September 21). 

Holidays " 

Spain, Pakistan, Chile. 

FT Survey 

Future of European Retirement 
Provision. 

SATURDAY 12 


Bosnians vote 

Bosnian gone! elections are held, 
supervised by toe Organisation tor 
Security and Co-operation in Europe, 
together with votes for assemblies in 
Bosnia’s two post-war autonomous 
regions. 

Paving the way 

Masahlko Komura, Japan's foreign .. .. 
minister, is expected to leave for - 
Russia to meet Boris Yeltsin. Russian 
president They wfll discuss d etai ls fra - 
the planned visit In November of Keizo 
ObuchL Japan’s prime minister. They 
wi& also talk about bilateral relations 
between Japan and Russia, and the 
economic situation In both countries, 
Including -Russia’s currency crisis. 

Sails fores 

The 30th annual Southampton Boat 
Show opens aid runs until September 
20 with 800 vessels on show, ranging 
from toe Sunseeker Manhattan 80 at 
£1 .95m to craft costing less than £200. 

SUNDAY 13 



Invited to meet Alaska’s most eligible 
batchelors at the fifth annual National 
Singles Convention. - .. 

Ceasefire talks 

The Guinea-Bissau government and 
rebel representatives meet In Abidjan 
to discuss toe deployment of 
observers to si^iervise their ceasefire 
agreement that was signed on August 
26. They may also discuss the 
! withdrawal of Sengalese and Guinean 


German test-vote 

Elections in Bavaria, German/s 
geographicaity-iargest state, provide an 
important test of voter opinion ahead 
of federal elections on September 27. 
The state's Christian Social Union, 
which hopes once again to win more 
than 50 per cent of the vote, is the 
aster party of Chancellor Helmut 
Kohl's Christian Democratic Union. 
Edmund Stoiber, Bavaria's prime 
minister, has run a campaign based 
largely on toe state's economic 
success. - 

Sumo season 

The 15-day autumn grand sumo 
tournament starts in Tokyo. 
Takanohana, yokozuna grand 
champion, wiH be seeking the 
Emperor's cup for the second time 
after winning toe Nagoya tournament in 
July with a record of 14-1. He wfll take 
over the prestigious east yokozuna 
spot, replating Akebono, toe Hawaiian 
yokozuna. 

CompOed by Roger Beate 
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ECONOMIC DIARY 


Other economic news 

Monday: Japanese 
wholesale prices are 
expected to have been flat 
in August and down on a 
year ago. 

Tuesday: US consumer 
credit growth probably 
stowed In July because 
strikes weakened vehicle 
sales. The fall in German 
unemployment is forecast to 
have slowed slightly in 
August Factory output in 
the UK is thought to have 
dropped In July. 

Wednesday: Economic 
growth is thought to have 
slowed In the second 
quarter In Germany. The 
Bank of England begins its 
two-day interest rate setting 
meeting. 

Thursday: The Northwest 
Airlines strike should have 
pushed up weekly 
unemployment claims In toe 
US. The Japanese trade 
surplus may have narrowed 
slightly in July, while the 
economy probably shrank in 
the second quarter. Better 
weather may have cheered 
British retailers last month. 
Friday: Core wholesale price 
Inflation In the US is forecast 
to have been stable last 
month. Inflation In France is 
thought to have been steady 
last month. 


ACROSS 

1 Moving spirit behind drug 
sales? (6) 

4 Painting with rollers? (8) 

5 Irishman goes to church 
meeting to find spiritual 
guidance (6) 

10 What's behind China pre- 
paring for new conflict? (8) 

12 Disciple to stick with the 
New Testament (8) 

13 Close to a conclusion (6) 

15 Dines In style at amort res- 
taurants (4> 

16 Used - but not by digital 
watches (64) 

19 Timorous person, eager to 
acquire the skill (5,51 

21 Meet in a bar (4) 

23 They play supporting roles 
in the studio (6) 

23 Was in occupation, with 
mind to become a stake- 
holder (8) 

27 One vehicle or another I 
slipped into wrong gear (S) 

2 g It comes as a sudden blow 
(6) 

29 Monotony for seamen 
ordered to be confined on 
board (81 

30 Affected type from the 
Paris model agency (6) 
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DOWN 

1 Crossing the channel (7) 

2 Kind of western pasta (9) 

3 Repeat prescription once 
more, not involving the 
doctor (6) 

5 Hie viewers have a point, 
certainly (4) 

6 Bars under a window (8) 

7 Excuse for party In capital 
(5) 

8 Not free to wed (7) 

11 Seen to be upset, embar- 
rassed and mocked CD 

14 He travels with others to 
work (7) 

17 Judge a little speed to be 
about right (9) 

18 Stable charge rm- a horse 
(8) 

is Decorations gained by 
irremilar farce's squadron 
leader (7) 

21 He can just about stand up 
for himself (7) 

22 He made a late entry to the 
least (G) 

24 Pushing forwards (5) 

26 Agrees about being 
dropped as one grows older 

m 
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